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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  are  the  reports  on  the  audits  of  the  Northern 
Montana  College  Financial  Statements,  the  National  Direct  Student  Loan 
Program,  College  Work  Study  Program,  the  Supplemental  Educational  Oppor- 
tunity Grants  Program,  the  State  Student  Incentive  Grant  Program  and  the 
Housing  and  Dining  System  for  the  year  ended  June  30,  1976. 

The  audit  was  conducted  by  Lanouette,  Hamilton  and  Ammondson, 
Certified  Public  Accountants,  under  a  contract  between  the  firm  and  our 
office.   The  comments  and  recommendations  contained  in  this  report 
represent  the  views  of  the  firm  and  not  necessarily  the  Legislative 
Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  reply  of  Northern  Montana 
College  is  included  in  the  back  of  this  report. 

Page 

Transfer  cash  balance  to  the  State  Treasurer.  1 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

Establish  an  investment  policy  to  invest  excess 

cash  with  the  State  Board  of  Investments.  2 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

Deposit  all  monies  in  the  State  Treasury  and  utilize 

the  investment  services  of  the  State  Board  of 

2 
Investments. 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

1.  Conduct  a  current  physical  inventory  of  all 

property  and  maintain  perpetual  inventory 

records  to  be  updated  by  periodic  physical 

? 
inventories. 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

2.  Provide  all  equipment  with  an  identification 
number . 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

Make  timely  deposits  to  the  trustee.  3 

Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

Comply  with  the  indenture  covenant  regarding  delivery 

of  audited  financial  statements  to  the  trustee.  3 


Agency  Reply:   Concur.   See  Agency  Reply  page  2. 

stablish  a  formal  policy  to  determine  priority  of 
deferred  student  fee  collections. 

Agency  Reply:   Concur.  , See  Agency  Reply  page  2. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Improve  their  EDP  payroll  system  or  acquire  a  more 
reliable  system  by  proper  programming  of  the  present 
hardware  or  acquisition  of  more  sophisticated 
equipment. 

Agency  Reply:   Concur.   See  Agency  Reply  page  3. 

Segregate  the  responsibility  of  distributing  payroll 
checks  so  that  neither  the  payroll  clerk  or  cashier 
perform  this  function. 

Agency  Reply:   Do  not  concur.   See  Agency  Reply 
page  3. 

Strive  to  complete  and  maintain  central  personnel 
files. 

Agency  Reply:   Concur.   See  Agency  Reply  page  3. 

Require  signatures  on  all  time  sheets  and  time  cards 
before  processing. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

Reauire  all  requests  for  leave  be  signed  by 
appropriate  supervisors  and  employees  before 
leave  is  taken. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

Determine  the  proper  procedures  to  follow  in 
accruing  vacation  for  administrative  personnel 
and  maintain  adequate  vacation  records. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

Maintain  leave  records  for  all  employees. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

Adhere  to  MAM  Section  1-0304.88  regarding  leave 
granted  in  excess  of  earned  leave. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

Record  income  from  jury  and  witness  fees  as  revenue 
according  to  MM  1-74-3. 

( 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


1.  The  college  business  office  receive  all  loan 
repayments  and  deposit  them  on  a  daily  basis 
with  other  receipts.   The  financial  aid  office 
should  not  accept  loan  payments  and  debtors 
should  be  notified  of  the  proper  place  to 
send  payments . 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

2.  The  financial  aid  office,  in  order  to  properly 
maintain  student  files  shall: 

A.  Establish  procedures  to  insure  that  each 
student  receiving  a  loan  from  Federal 
programs  participate  in  an  exit  interview 
and  that  signed  documentation  regarding 
this  interview  be  maintained  in  the 
student's  file. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

B.  Obtain  a  signed  Notice  of  Acceptance  form 
prior  to  disbursing  any  financial  aid  to 
a  participating  student. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

3.  Either  develop  its  own  self-evaluation  system 
or  make  use  of  the  Office  of  Education  system 
to  effectively  evaluate  the  financial  aid 
programs. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

4.  Establish  an  allowance  for  doubtful  accounts 
and  recognize  the  bad  debt  expense  related  to 
uncollectible  loans. 

Agency  Reply:   Do  not  concur.   See  Agency  Reply 
page  4. 

5.  The  financial  aid  office  initiate  procedures 
for  collection  of  short  term  delinquent  loans. 
If  collections  can't  be  made,  the  accounts 
should  be  turned  over  to  the  Department  of 
Revenue  for  collection.   An  allowance  for 
doubtful  accounts  9hould  be  established  to 
reflect  these  amounts  in  the  financial 
statements. 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 
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Make  more  effort  to  adhere  to  board  policy.  6 

Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

Record  the  amounts  due  from  students  for  deferred 

fees.  6 

Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

Establish  a  formal  billing  system  for  all  accounts 
due  from  students  and  others.   One  person,  not 
having  cash  receipt  responsibilities,  should 
post  the  various  charges  and  credits  and  maintain 
the  subsidiary  ledgers.   Statements  should  be 
mailed  on  a  regular  basis  to  all  debtors.   Control 
accounts  should  be  maintained  in  the  general 
ledger  and  periodic  reconciliations  with  the 
subsidiary  ledgers  should  be  performed.  6 

Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

1.  Age  all  accounts  receivable  and  review 

delinquent  accounts  for  collectability.  7 

Agency  Reply:   Do  not  concur.   See  Agency  Reply 
page  6. 

2.  Establish  an  allowance  for  doubtful  accounts.  7 
Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

3.  Use  the  Department  of  Revenue  for  collection 
of  delinquent  accounts  after  exhausting  other 

collection  procedures.  7 

Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

4.  Write  off  uncollectible  accounts  after  obtaining 
Department  of  Revenue  approval.  7 

Agency  Reply:   Concur.   See  Agency  Reply  page  6. 

Coordinate  between  users  and  EDP  departments  to 

provide  the  ultimate  use  of  the  EDP  reports.  7 

Agency  Reply:   Concur.   See  Agency  Reply  page  7. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Make  EDP  programs  more  reliable. 

Agency  Reply:   Concur.   See  Agency  Reply  page  7. 

1.  Prepare  work  papers  to  use  as  backup  documen- 
tation for  financial  statement  and  journal 
voucher  preparation. 

Agency  Reply:   Concur.   See  Agency  Reply  page  7. 

2.  Post  journal  vouchers  to  general  ledger  in 
amounts  as  written. 

Agency  Reply:   Concur.   See  Agency  Reply  page  7. 

Research  and  determine  the  ownership  and  purpose. 

Agency  Reply:   Concur.   See  Agency  Reply  page  7. 
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Legislative  Audit  Committee 

of  the  Montana  State  Legislature 

We  have  examined  the  balance  sheet  of  Northern  Montana  College  as  of 
June  30,  1976  and  the  related  statements  of  changes  in  fund  balances  and 
current  funds  revenues,  expenditures  and  other  changes  for  the  year  then 
ended.   Except  as  set  forth  in  the  following  paragraphs,  our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards  and  with 
the  applicable  standards  for  audit  of  governmental  organizations,  programs, 
activities  and  functions,  and  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

Our  tests  of  the  investment  in  plant  fund  were  limited  to  a  review  of 
activity  for  the  two  years  ended  June  30,  1976  and  did  not  include  a  review 
of  accumulated  balances  prior  to  July  1,  1974.   Our  tests  revealed  that  a 
physical  inventory  of  properties  has  not  been  taken  within  the  last  seventeen 
(17)  years.   Because  of  the  lack  of  a  physical  inventory  of  properties,  the 
scope  of  our  work  was  not  sufficient  to  enable  us  to  express,  and  we  do  not 
express, an  opinion  on  the  balance  sheet  and  statement  of  changes  in  fund 
balances  of  the  Plant  Funds. 

We  did  not  observe  the  taking  of  the  physical  inventories  as  of  June  30, 
1975  (stated  at  $58,738),  and  June  30,  1976  (stated  at  $65,877),  since  those 
dates  were  prior  to  the  time  we  were  engaged  as  auditors  for  Northern  Montana 
College.   While  we  have  investigated  the  practices  and  records  relating  to 
such  inventories  and  have  tested  prices  and  extensions  of  the  June  30,  1976 
inventory,  we  were  unable  to  satisfy  ourselves  as  to  the  inventory  quantities 
by  means  of  other  auditing  procedures. 

In  our  opinion,  except  for  the.  effects  of  such  adjustments,  if  any,  as 
might  have  been  determined  to  be  necessary  had  we  been  able  to  observe  the 
physical  inventories,  the  aforementioned  financial  statements,  excluding 
Plant  Funds,  present  fairly  the  financial  position  of  Northern  Montana  College 
at  June  30,  1976,  and  the  changes  in  fund  balances  and  the  current  funds 
revenues,  expenditures,  and  other  changes  for  the  year  then  ended,  in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  basis  consistent  with 
that  of  the  preceding  year. 


Respectfully  submitted, 

LANOUETTE,  HAMILTON  &  AMMONDSON 
May  26,  1977 


COMMENTS 
General 

Northern  Montana  College  was  established  at  Havre  by  the  Thirteenth  Legislative 
Assembly  in  1913.   It  was  initially  called  Northern  Montana  Agricultural  and 
Manual  Training  School.   In  1929,  money  was  appropriated  for  the  operation  of 
the  college  and  the  college  officially  opened  that  September  with  an  enrollment 
of  eighty  students.   In  1932,  the  college  moved  from  the  Junior  High  School  to 
its  present  campus  location. 

Northern  Montana  College  is  a  co-educational  institution  and  one  of  the  six 
units  of  the  Montana  University  System.   Northern  offers  course-work  leading 
to  teaching  certificates  in  elementary  education,  secondary  education,  and 
vocational-technical  education.  Master  of  Science  degrees  are  awarded  in 
elementary  and  vocational-technical  education;  Bachelor  of  Science  degrees  are 
awarded  in  elementary,  secondary  and  vocational-technical  education;  Bachelor 
of  Arts  degrees  are  awarded  in  English  and  History;  Bachelor  of  Technology 
degrees  are  awarded  in  automotive,  construction,  electronic,  mechanical,  drafting, 
trade,  and  technical;  Associate  degrees  are  awarded  in  engineering  technology, 
nursing,  arts,  and  science. 

The  college  is  under  the  control  and  supervision  of  the  seven-member  Board  of 
Regents  of  Higher  Education.   A  three-member  local  executive  advisory  board 
is  appointed  by  the  governor. 

The  college  is  financed  primarily  by  appropriations  from  the  General  Fund,  the 
University  Millage  account  and  the  student  fee  earmarked  revenue  account.   Revenue 
is  also  generated  from  federal  grants,  private  gifts  and  grants,  and  auxiliary 
enterprise  operations. 

College  Accounting  System 

The  college  accounting  records  were  maintained  on  a  manual  system  throughout  the 
period  of  audit.   In  addition,  the  accounting  records  were  prepared  for  the  college 
by  the  Statewide  Budgeting  and  Accounting  System  (SBAS)  during  the  period  January 
to  June  1976.   The  fiscal  year  financial  statements  were  prepared  primarily  from 
the  manually  kept  general  ledger. 

Because  of  the  manual  system  and  the  time  required  for  the  transition  to  SBAS, 
the  primary  financial  statements  were  not  available  until  November  1976.   On 
July  1,  1976,  SBAS  replaced  the  manual  system.   With  the  complete  implementation 
of  SBAS,  financial  statements  should  be  current  and  will  be  useful  as  a  management 
tool. 

Cash  in  Banks 

In  December  1975,  the  college  transferred  to  the  State  Treasurer  a  bank  account 
maintained  in  the  Citizens  Bank  of  Montana.   A  small  balance  remained  in  this 
account  to  cover  outstanding  checks  at  the  date  of  transfer.  At  June  30,  1976, 
three  checks  totaling  $47.60  were  cancelled,  but  the  amount  was  not  transferred 
to  the  State  Treasurer. 
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Recommendation 

We  recommend  this  cash  balance  be  transferred  to  the  State  Treasurer. 

Cash  in  State  Treasury 

The  college  had  available  cash  of  $124,416  in  the  State  Treasury  at  June  30,  1976 
which  apparently  was  not  necessary  for  the  day  to  day  operation  of  the  college. 
Excess  funds  not  currently  needed  could  be  invested  in  the  State  Board  of  Investments 
short-term  investment  pool  (STIP)  for  the  benefit  of  the  college. 

Recommendation  , 

We  recommend  that  an  investment  policy  be  established  to  invest  excess  cash 
with  the  State  Board  of  Investments. 

Investments  Outside  State  Treasury 

At  June  30   1976,  the  college  had  funds  amounting  to  $51,425  invested  outside  of  the 
State  Treasury.   The  funds  consisted  of  $12,425  invested  in  certificates  of  deposit 
in  local  banks,  $24,000  in  Federal  Land  Bank  Bonds  held  by  the  State  Treasurer  and 
$15,000  in  U.  S.  Treasury  notes  and  bonds  held  in  safekeeping  at  a  local  bank. 

Article  VIII,  Section  13,  of  the  Montana  Constitution,  stipulates  that  the  legis- 
lature shall'provide  for  a  unified  investment  program  of  public  funds.   Article  X, 
Section  10,  provides  that  the  various  funds  of  the  Montana  University  System  shall 
be  invested  under  such  regulations  as  may  be  provided  by  law.   Section  82A-20A, 
R.  C.  M.  1947,  provides  that  the  Board  of  Investments  has  the  sole  authority  to 
invest  state  funds.   The  Attorney  General  held  in  an  opinion  dated  January  31,  1975, 
that  the  provisions  of  State  law  requiring  investment  of  college  monies  by  the 
Board  of  Investments  (Section  79-308  and  82A-20A,  R.  C.  M.  1947)  are  applicable  to 
the  Board  of  Regents  of  Higher  Education  and  the  separate  units  of  the  Montana 
University  System. 

Recommendation 

We  recommend  that  the  college  deposit  all  monies  in  the  State  Treasury  and 

utilize  the  investment  services  of  the  State  Board  of  Investments. 

Property,  Plant  and  Equipment 

Property,  plant  and  equipment  constitutes  eighty  three  (83)  percent  of  the  college's 
total  assets,   The  materiality  of  property,  plant  and  equipment  dictates  that  a 
physical  inventory  of  fixed  assets  be  undertaken  to  substantiate  the  balance  of 
Investment  in  Plant.   This  was  last  completed  in  1959. 

Although  perpetual  inventory  records  are  maintained,  they  do  not  always  show  the 
proper  location  of  the  property  nor  are  individual  property  items  identified  by 
a  number  which  can  be  traced  to  the  list. 

Recommendation 

We  recommend  that  the  college: 

1.  Conduct  a  current  physical  inventory  of  all  property  and  maintain 
perpetual  inventory  records  to  be  updated  by  periodic  physical 
inventories. 

2.  All  equipment  should  be  provided  with  an  identification  number. 
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Bond  Issues 

At  June  30,  1976,  the  college's  outstanding  bond  issues  were  as  follows: 

Northern  Montana  College  Armory-Gymnasium  Revenue  Bonds  Series  B 
June  1,  1960  $42,000 

Northern  Montana  College  Housing  and  Dining  System  Bonds  of  1972 

Series  A  through  H 

July  1972  $3,342,000 

The  Housing  and  Dining  System  Bond  Indenture  requires  semi-annual  additions 
to  the  Sinking  Fund  of  an  amount  equal  to  the  interest  due  on  the  next  payment 
date,  plus  1/2  of  the  principal  due  within  the  succeeding  12  months.   An 
original  reserve  was  established,  per  Exhibit  B,  Section  G  of  the  loan  agreement. 
The  agreement  also  requires  an  annual  addition  to  the  reserve  from  the  revenue  fund 
accounts  in  the  amount  of  $38,342  until  funds  or  investments  shall  aggregate 
$383,418. 

The  required  Sinking  Fund  deposit  for  March  15,  1976  was  not  made  until  July  22,  1976. 

The  indenture  requires  an  annual  audit  report  to  be  forwarded  to  the  trustee  90 
days  after  the  close  of  each  fiscal  year.   The  college  has  not  complied  with  this 
covenant. 

The  indenture  also  makes  reference  to  a  first  lien  on  and  pledge  of  the  student 
union  building  use  fee  presently  being  assessed  each  student.   When  students  are 
permitted  to  make  partial  payments  of  tuition  and  incidental  fees,  the  building 
use  fees  appear  to  be  one  of  the  last  to  be  collected.   The  indenture  makes  no 
reference  to  the  priority  of  the  deferred  fee  collection. 

Recommendation 

We  recommend  that  timely  deposits  be  made  to  the  trustee. 

The  college  should  comply  with  the  indenture  covenant  regarding  delivery  of 
audited  financial  statements  to  the  trustee. . 

A  formal  policy  should  be  established  to  determine  priority  of  deferred 
student  fee  collections. 

Personal  Services  and  Related  Items 

Personal  services  consisting  of  wages  and  related  benefits  constitute  the  major 
portion  of  the  college's  expenditures.   During  the  fiscal  year  ended  June  30,  1976, 
personal  services  expenditures  amounted  to  approximately  697»  of  the  college's 
expenditures. 

Our  review  indicated  several  weaknesses  in  the  accounting  and  administration 
procedures  as  follows: 

The  college  payroll,  excluding  off  campus  work  study  payroll,  is  prepared 
monthly  by  the  business  office.   A  claim  document  is  prepared  and  sent  to 
Helena  for  processing  and  preparation  of  payroll  warrants,  which  are  returned 
to  the  college  for  distribution.   The  claim  for  the  regular  full  time  employees' 
payroll  is  prepared  approximately  in  the  middle  of  the  month  for  payments  at 
the  end  of  the  month.   Consequently,  employees  may  be  paid  for  time  not  worked 
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if  they  are  absent  from  the  time  the  claim  is  submitted   until  the  warrants 
are  received.   The  following  month's  payroll  is  adjusted  to  reflect  any  over- 
payments for  the  prior  month. 

When  the  college  receives  the  processed  warrants  from  the  State,  separate 
warrants  are  received  for  various  payroll  withholding  deductions  from 
employees'  pay.   These  include  income  taxes  withheld,  tax  sheltered  annuities, 
retirement  system  withholdings,  employees'  health  insurance,  union  dues, 
savings  bonds  and  credit  union  withholdings.   These  warrants  are  held  by  the 
payroll  clerk  and  submitted  with  the  necessary  reports  that  are  filed  monthly 
and  quarterly.   The  report  for  state  withholding  taxes  is  prepared  on  a 
quarterly  basis.   The  above  system  requires  the  payroll  clerk  to  hold  six  or 
more  checks  for  extended  periods  and  submit  these  checks  when  the  report 
is  filed. 

It  was  recommended  in  a  prior  audit  that  the  college  work  with  the  State  Auditor's 
Office  to  develope  modifications  of  the  central  payroll  system  to  meet  the  needs 
of  the  college. 

Recommendation 

We  recommend  that  the  college  improve  their  EDP  payroll  system  or  acquire  a 

more  reliable  system  by  proper  programming  of  the  present  hardware  or  acquisition 

of  more  sophisticated  equipment. 

Internal  Control 

Distribution  of  Payroll  Checks 

The  present  payroll  functions  are  being  handled  almost  exclusively  by  one  employee 
in  the  business  office.   Therefore,  the  same  employee  who  initiates  the  payroll 
is  responsible  for  distribution  of  the  payroll  warrants  and  annual  W-2  forms. 
Work  study  students'  payroll  warrants  are  given  to  the  business  office  cashier  for 
distribution  to  students. 

Recommendation 

We  recommend  that  the  responsibility  of  distributing  payroll  checks  be  segregated 

so  that  neither  the  payroll  clerk  or  cashier  perform  this  function. 

Maintenance  of  Personnel  Files 

The  college  does  not  have  a  complete  centralized  personnel  filing  system.   Files 
have  been  started  on  most  personnel  but  are  incomplete  in  many  respects.   Completed 
files  should  contain  employment  applications,  employment  documents,  current 
authorizations  for  transfer  and  pay  rate  changes,  termination  documentation, 
current  W-4  forms  for  withholding  information  and  other  pertinent  information  and 
correspondence  regarding  the  employee.   Some  of  this  data  is  currently  filed  in 
various  places  throughout  the  business  office. 

Recommendation 

We  recommend  that  the  college  strive  to  complete  and  maintain  central  personnel 

files . 

Employee  Time  Cards 

In  several  instances,  time  cards  were  not  signed  by  the  employees  and/or  the 
supervisor. 

Recommendation 

We  recommend  that  the  college  require  signatures  on  all  timesheets  and  time 

cards  before  processing. 
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Vacation  and  Leave  Records 

Our  examination  of  the  college's  vacation  and  leave  records  indicated  several 
weaknesses : 

(1)  Several  requests  for  sick  leave  and  vacation  were  not  signed  by  supervisors 
and,  in  one  case,  not  signed  by  the  employee. 

(2)  Most  administrative  personnel  leave  records  do  not  have  the  accumulated 
hours  for  vacation  time. 

(3)  Leave  records  have  not  been  established  for  some  employees. 

(4)  In  one  case,  an  employee  was  granted  sick  leave  in  excess  of  the  amount 
earned.   The  employee's  continued  employment  earned  sick  leave  credits  to 
eliminate  the  deficit.   However,  termination  of  employment  could  have  made 
collection  of  the  overpayment  difficult  or  impossible. 

(5)  Income  from  jury  and  witness  fees  is  being  recorded  as  expenditure  abatement. 

Recommendat  ion 

We  recommend  that  the  college: 

(1)  Require  all  requests  for  leave  be  signed  by  appropriate  supervisors 
and  employees  before  leave  is  taken. 

(2)  Determine  the  proper  procedures  to  follow  in  accruing  vacation  for 
administrative  personnel  and  maintain  adequate  vacation  records. 

(3)  Maintain  leave  records  for  all  employees. 

(4)  Adhere  to  MAM  Section  1-0304.88  regarding  leave  granted  in  excess  of 
earned  leave. 

(5)  Record  income  from  jury  and  witness  fees  as  revenue  according  to 
MM  1-74-3. 

Student  Financial  Aid 

The  student  financial  aid  office  procedures  and  related  records  are  weak  in  the 
following  areas: 

(1)  The  college  financial  aid  office  is  receiving  payments  on  National  Direct 
Student  Loan  and  Nursing  Student  Loan  collections.   Credit  memo  slips  are 
prepared  by  the  college  data  processing  department  on  a  monthly  basis 
indicating  the  current  month's  breakdown  of  principal  and  interest.   When 
the  financial  aid  office  receives  payments  on  loans,  the  checks  are  compared 
with  the  credit  memos  and  then  held  until  several  have  been  accumulated. 
These  checks  are  sometimes  held  for  two  to  three  weeks  before  they  are 
given  to  the  business  office  to  be  receipted. 

(2)  Federal  regulations  require  that  loan  exit  interviews  be  conducted  and 
that  students  sign  a  Notice  of  Acceptance  for  financial  aid  they  receive. 

(3)  The  Office  of  Education  has  developed  a  suggested  self-evaluation  system 
to  be  used  by  institutions  to  evaluate  the  practices  and  procedures 
followed  in  administrating  student  financial  aid  programs.   The  college  has 
never  performed  a  self-evaluation  system  study. 

(4)  The  college  has  not  established  an  allowance  for  doubtful  accounts  for 
NDSL  loans  in  accordance  with  government  regulations.   However,  generally 
accepted  accounting  principles  require  the  establishement  of  an  allowance 
for  doubtful  accounts. 

(5)  The  college  had  funds  available  to  make  short  term  loans  to  students. 
These  loans  are  usually  to  be  repaid  during  the  quarter  the  money  is 
borrowed.   However,  at  June  30,  1976,  the  loan  balance  of  87  loans 
totalled  $5,264. 
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Recommendation  .. 

(1)  We  recommend  that  all  loan  repayments  should  be  received  by  the  college 
business  office  and  deposited  on  a  daily  basis  with  other  receipts.   The 
financial  aid  office  should  not  accept  loan  payments  and  debtors  should 
be  notified  of  the  proper  place  to  send  payments. 

(2)  We  recommend  that  the  financial  aid  office,  in  order  to  properly  maintain 
student  files  shall:  _  . 

A.  Establish  procedures  to  insure  that  each  student  receiving  a 
loan  from  Federal  programs  participate  in  an  exit  interview  and 
that  signed  documentation  regarding  this  interview  be  maintained 
in  the  student's  file. 

B.  Obtain  a  signed  Notice  of  Acceptance  form  prior  to  disbursing 
any  financial  aid  to  a  participating  student. 

(3)  We  recommend  that  the  college  either  develope  its  own  self-evaluation 
system  or  make  use  of  the  Office  of  Education  system  to  effectively 
evaluate  the  financial  aid  programs. 

(4)  We  recommend  that  the  college  establish  an  allowance  for  doubtful  accounts 
and  recognize  the  bad  debt  expense  related  to  uncollectible  loans. 

(5)  We  recommend  that  the  financial  aid  office  initiate  procedures  for  collection 
of  short  term  delinquent  loans.   If  collections  can't  be  made,  the  accounts 
should  be  turned  over  to  the  Department  of  Revenue  for  collection.   An 
allowance  for  doubtful  accounts  should  be  established  to  reflect  these 
amounts  in  the  financial  statements. 

Deferred  Student  Fees 

A  Board  of  Regents  policy  allows  the  college  to  defer  student  fees.  This  policy 
requires  deferred  fees  to  be  paid  within  60  days  of  the  date  of  enrollment.  There- 
fore,"at  the  end  of  any  quarter  all  of  the  feesshould  be  paid  in  full.  Our  examin- 
ation of  deferred  fees  indicates  that  despite  collection  efforts  by  the  college  all 
these  fees  are  not  being  paid  in  the  60  day  limit.  Fees  amounting  to  approximately 
$8,799,  dating  back  to  1967  were  still  unpaid  at  June  30,  1976. 

Recommendation 

We  recommend  more  effort  to  be  made  to  adhere  to  board  policy. 

Accounts  Receivable  -  Deferred  Student  Fees 

Amounts  due  from  deferred  fees  are  not  recorded  as  revenues  until  collected  and 
are  not  recorded  in  the  college  financial  records  as  accounts  receivable.   The 
unrecorded  deferred  fees  at  June  30,  1976,  were  approximately  $8,799. 

Recommendation  , 

We  recommend  that  the  college  record  the  amounts  due  from  students  for  deferred 

fees. 

Accounts  Receivable  -  Other  Student  Fees 

The  college  allows  students  to  defer  fees  for  room,  board,  books  and  supplies. 
These  amounts  are  properly  recorded  as  accounts  receivable,  but  only  at  the  end  of 
the  year.   No  control  account  is  maintained  or  monthly  reconciliation  performed  for 
these  receivables  during  the  year.   There  is  no  formal  billing  system.   Various 
subsidiary  ledgers  are  maintained  by  different  business  office  personnel.   As  an 
example  of  inadequate  internal  control,  the  cashier  is  responsible  for  posting 
charges  and  credits  to  an  accounts  receivable  subsidiary  ledger.   Statements  to 
students  and  other  individuals  and  organizations  are  not  mailed  in  a  regular  manner. 
The  statements  are  mailed  by  the  person  maintaining  the  subsidiary  ledger  on  an 
irregular  basis. 
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Recommendat  ion 

We  recommend  the  establishement  of  a  formal  billing  system  for  all  accounts 

due  from  students  and  others.   One  person,  not  having  cash  receipt  responsibilities, 

should  post  the  various  charges  and  credits  and  maintain  the  subsidiary  ledgers. 

Statements  should  be  mailed  on  a  regular  basis  to  all  debtors.   Control  accounts 

should  be  maintained  in  the  general  ledger  and  periodic  reconciliations  with 

the  subsidiary  ledgers  should  be  performed. 

Delinquent  Student  Fee  Accounts 

The  college  does  not  recognize  delinquent  or  doubtful  accounts  in  its  accounting 
records.   Our  analysis  of  accounts  receivable  from  students,  amounting  to  approximately 
$17,159  at  June  30,  1976,  indicates  that  a  significant  amount  and  number  of  student 
accounts  may  be  uncollectible.   No  ageing  of  accounts  receivable  was  available  at 
June  30,  1976,  therefore,  we  did  not  make  a  determination  of  the  dollar  amount 
delinquent.   Collection  procedures  are  very  limited. 

Recommendations 

We  recommend  that  the  college: 

(1)  Age  all  accounts  receivable  and  review  delinquent  accounts  for 
collectability. 

(2)  Establish  an  allowance  for  doubtful  accounts. 

(3)  Use  the  Department  of  Revenue  for  collection  of  delinquent  accounts  after 
exhausting  other  collection  procedures. 

(4)  Write  off  uncollectible  accounts  after  obtaining  Department  of  Revenue 
approval. 

Data  Processing  Department 

The  college  has  an  EDP  system  that  includes  tabulating,  sorting  and  printing  output 
capabilities.   This  system  is  located  on  the  campus.   The  college  has  access  to  and 
uses  a  System  III  computer  owned  by  a  local  business  to  process  payroll,  cash  receipts, 
journal  vouchers,  and  enrollment  statistics.   The  EDP  system  also  performs  student 
loan  billing  functions. 

Throughout  our  examination,  we  noted  that  the  backup  documentation  provided  by  the 
EDP  department  did  not  provide  a  reliable  report.   The  user  was  required  to  furnish 
adjustments  necessary  to  correct  EDP  reports.   EDP  report  dates  do  not  coincide 
with  business  office  month  end  dates.   Therefore,  these  reports  are  not  utilized 
effectively.   The  system  should  provide  for  balancing  controls  in  its  programs. 

Recommendation 

Coordination  between  users  and  EDP  departments  should  be  implemented  to  provide 

the  ultimate  use  of  the  EDP  reports. 

EDP  programs  should  be  made  more  reliable. 

Miscellaneous 

Working  Papers  and  Journal  Entry  Postings 

In  several  instances,  working  papers  substantiating  amounts  on  the  financial  state- 
ments and/or  journal  entries  were  not  in  agreement  with  the  records  or  were  not 
available.   Also  journal  entries  were  not  posted  to  the  general  ledger  as  recorded 
on  the  journal  voucher. 


Recommendation  . 

(1)  Work  papers  be  prepared  and  used  as  backup  documentation  for  financial 
statement  and  journal  voucher  preparation. 

(2)  Journal  vouchers  be  posted  to  general  ledger  in  amounts  as  written. 

Agency  Funds 

An  agency  fund  investment  in  the  State  Investment  Pool  entitled  "Old  Student  Union 
Surplus"  in  the  amount  of  $9,053.82  appears  to  be  unknown  as  to  origin  and  purpose. 

Recommendation 

We  recommend  that  the  college  research  and  determine  the  ownership  and  purpose, 

We  wish  to  express  out  appreciation  to  the  personnel  of  Northern  Montana  College 
for  the  fine  cooperation  they  extended  our  representatives  throughout  our  engage- 
ment. 
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NORTHERN  MONTANA  COLLEGE 

Statement  of  Current:  Funds  Revenues,  Expenditures,  and  Other  Changes 

For  Year  Ended  June  30,  1976 


Unrestricted   Restricted 


Total 


Revenues : 

Educational  and  General: 

Student  Fees: 

Fee  waivers  allocation 

Registration 

Incidenta 1 

Non-res  ident 

Extension 

Applicat  ion 

Miscellaneous  student  fees 

Workshop  fees 

Total 

Government  Appropriations: 
General    fund 
Mileage    fund 

Federal   and    private   revenue 
Total 

Organized   activities    related    to 
educational    departments 

Governmental    grants    and   contracts 

Endowment    income 

Investment    income 

Gifts    and    private   grants 

Other    revenue 

Total   educational   and   general 

Auxiliary   Enterprises 

Total   revenues 


$      105,884 

48,386 

237,345 

8,368 

38,477 

10,723 

62,494 

12,178 

$      523,855 


$1,338,879 

319,800 

91,152 

$1.749,831 


5  74 


$  148,415 
$2,422,675 
$  831,978 
$3^254,653 


$184,706 
$  682 


$ 


496 


$    31,728 


$217,612 


$217,612 


$      105,884 

48,386 

237,345 

8,368 

38,477 

10,723 

62,494 

12,178 

$      523,855 


$1,338,879 

319,800 

91,152 

$.1.749,831 


$ 


5  74 


$      184,706 
$  682 


$ 


496 


$  31,728 
$  148,415 
$2,640,287 
$  831,978 
$3,472,265 


See   Accompanying   Notes    to   Financial    Statements    and   Accountants'    Report 
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NORTHERN  MONTANA  COLLEGE 

Statements  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 

For  Year  Ended  June  30,  1976 


Continued 


Unrestricted  Restricted 


Total 


Expenditures  and  Mandatory  Transfers  - 
Educational  and  General: 

Instruction 

Workshops 

Public  services 

Academic  support 

Student  services 

Institutional  support 

Operation  and  maintenance  of  plant 

Student  aid  -  waivers 

Student  aid 

Contract  and  grants 

Educational  and  general 

Mandatory  transfers  for: 
Reversions 

Other  transfers  and  additions 

Federal  and  private  revenue  allocation 
Work  study  -  institutional  matching 
Total  other  transfers  and  additions 

Total  educational  and  general 

Auxiliary  Enterprises: 

Revolving  fund  -  outside  treasury 

Expenditures 

Manditory  transfers  for: 

Principal  and  interest 

Renewals  and  replacements 

Plant  funds  unexpended 

Retirement  of  indebtedness 
Other  transfers  and  additions 

Net  adjustment  prior  and  current  year 
payable  -  receivable  -  inventory 
cancelled  checks 
Miscellaneous 

Total  auxiliary  enterprises 
Total  expenditures  and 
mandatory  transfers 

Net  increase  (decrease)  in  fund  balances 


$1,357,071 
11,746 
32,899 
246,291 
159,786 
291,119 
376,486 
105,661 


$    15,920 
$   91,152 


$   70,000 
583,425 

196,750 

39,633 

2,329 

2,096 


$  90,283 
95,056 


$   91 , 152    $  10,139 


8,217 
(979)   $   3,136 


$1,357,071 

11,746 

32,899 

246,291 

159,786 

291,119 

376,486 

105,661 

90,283 

95,056 


$2,581,059    $185,339    $2,766,398 


1 


15,920 


$   91,152 
$  10,139        10,139 


101,291 


$2,688,131    $195,478    $2.883,609 


$   70,000 
583,425 

196,750 

39,633 

2,329 

2,096 


8,217 
2.157 


$  901.471  $  3.136  $  904.607 
$3.589.602  $198,614  $3,788,216 
$  T334.949)   $  18.998    $  (315.951) 


See  Accompanying  Notes  to  Financial  Statements  and  Accountants'  Report 
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NORTHERN  MONTANA  COLLEGE 
Notes  to  Financial  Statements 
June  30,  1976 

Note  1  -  Summary  of  Significant  Accounting  Policies 

Accrual  Basis 

The  financial  statements  of  Northern  Montana  College  have  been  prepared  on 
the  accrual  basis  except  for  investment  in  plant,  depreciation  accounting, 
and  allowance  for  uncollectible  loans.   The  statement  of  current  funds 
revenues,  expenditures,  and  other  changes  is  a  statement  of  financial  activities 
of  current  funds  related  to  the  current  reporting  period.   It  does  not  purport 
to  present  the  results  of  operations  or  the  net  income  or  loss  for  the  period 
as  would  a  statement  of  income  or  a  statement  of  revenues  and  expenses. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the  amounts 
so  provided  are  accounted  for  as  (1)  expenditures,  in  the  case  of  normal  replace- 
ment of  movable  equipment  and  library  books;  (2)  mandatory  transfers,  in  the 
case  of  required  provisions  for  debt  amortization  and  interest  and  equipment 
renewal  and  replacement;  and  (3)  as  transfers  of  a  nonmandatory  nature  for  all 
other  cases. 

Fund  Accounting 

In  order  to  ensure  observance  of  limitations  and  restrictions  placed  on  the  use 
of  the  resources  available  to  the  College,  the  accounts  of  the  College  are  main- 
tained in  accordance  with  the  principles  of  "fund  accounting."  This  is  the 
procedure  by  which  resources  for  various  purposes  are  classified  for  accounting 
and  reporting  purposes  into  funds  that  are  in  accordance  with  activities  or 
objectives  specified.   Separate  accounts  are  maintained  for  each  fund;  however, 
in  the  accompanying  financial  statements,  funds  that  have  similar  characteristics 
have  been  combined  into  fund  groups.   Accordingly,  all  financial  transactions  have 
been  recorded  and  reported  by  fund  group. 

Within  each  fund  group,  fund  balances  restricted  by  outside  sources  are  so  indicated 
and  are  distinguished  from  unrestricted  funds  allocated  to  specific  purposes  by 
action  of  the  governing  board.   Externally  restricted  funds  may  only  be  utilized 
in  accordance  with  the  purposes  established  by  the  source  of  such  funds  and  are 
in  contrast  with  unrestricted  funds  over  which  the  governing  board  retains  full 
control  to  use  in  achieving  any  of  its  institutional  purposes. 

All  gains  and  losses  arising  from  the  sale,  collection,  or  other  disposition 
of  investments  and  other  noncash  assets  are  accounted  for  in  the  fund  which 
owned  such  assets.   Ordinary  income  derived  from  investments,  receivables,  and 
the  like,  is  accounted  for  in  the  fund  owning  such  assets. 

All  other  unrestricted  revenue  is  accounted  for  in  the  unrestricted  current  fund. 
Restricted  gifts,  grants,  appropriations,  endowment  income,  and  other  restricted 
resources  are  accounted  for  in  the  appropriate  restricted  funds.   Restricted 
current  funds  are  reported  as  revenues  and  expenditures  when  expended  for  current 
operating  purposes. 

Other  Significant  Accounting  Policies 

Other  significant  accounting  policies  are  set  forth  in  the  financial  statements 
and  the  notes  thereto. 
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NORTHERN  MONTANA  COLLEGE 

Notes  to  Financial  Statements  -  Continued 

June  30,  1976 


Description  of  Funds 


The  current  funds  are  used  primarily  to  account  for  transactions  which  are 
expended  in  performing  the  primary  and  support  objectives  of  the  College;  i.e., 
instruction,  work  shops,  public  services,  academic  support,  student  services, 
institutional  support,  operation  and  maintenance  of  plant,  scholarships  and 
fellowships,  independent  operations,  and  auxiliary  activities.   Operating  funds 
are  comprised  of  the  following: 

(1)  The  General  Operating  Fund  which  is  used  to  account  for  those 
transactions  related  to  the  College's  State  appropriated  budget. 

(2)  The  Restricted  Fund  which  is  used  to  account  for  current  funds 
expended  for  operating  purposes  but  restricted  by  donors  or 
other  outside  agencies  as  to  the  specific  purpose  for  which 
they  may  be  expended.   Receipts  of  the  Restricted  Fund  are 
reported  as  revenues  only  to  the  extent  expended  for  current 
operating  purposes. 

(3)  The  Auxiliary  Enterprise  Fund  which  is  used  to  account  for  those 
transactions  of  substantially  self-supporting  activities  that 
primarily  perform  a  service  to  students,  faculty,  and  staff. 
The  general  public  may  be  served  by  some  auxiliary  enterprises. 
Auxiliary  enterprises  include,  but  are  not  limited  to,  student 
housing,  food  service,  and  bookstore. 

Federal  funds  provided  to  the  College  and  accounted  for  in  the  Restricted  Fund 
and  the  Student  Loan  Fund  are  subject  to  review  and  audit  by  Federal  agencies. 

The  nonoperating  funds  consist  of  the  Student  Loan  Fund,  the  Endowment  Fund,  the 
Agency  Fund,  and  the  Plant  Funds. 

The  Student  Loan  Fund,  partially  financed  by  the  Federal  Government,  is  used  to 
account  for  transactions  primarily  related  to  loans  to  students.  Provisions  of 
the  Federal  loan  program  stipulate  that: 

(1)  The  College  match  one-ninth  of  the  Federal  contributions. 

(2)  A  portion  of  the  loan  principal  and  interest  (maximum  of  15%  per 
year)  will  be  cancelled  if  the  recipient  completes  certain  employ- 
ment requirements.   These  cancellations  are  absorbed  by  the  Federal 
Government. 

The  Endowment  Fund  is  subject  to  restrictions  of  gift  instruments  requiring  that 
the  principal  be  invested  in  perpetuity  and  that  only  income  be  utilized. 
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NORTHERN  MONTANA  COLLEGE 

Notes  to  Financial  Statements  -  Continued 

June  30,  1976 

The  Plant  Funds  contain  the  transactions  related  to  investments  in  institutional 
properties  and  include:  (1)   Unexpended  Plant  Fund,  (2)   Renewal  &  Replacement  Fund, 
(3)   Retirement  of  Indebtedness  Fund,  and  (4)   Investment  in  Plant  Fund. 

The  Unexpended  Plant  Fund  is  comprised  of  funds  which  have  been  appropriated  or 
designated  for  land  and  building  improvements.   Sources  of  these  funds  include 
student  fees  and  State  appropriations.   In  accordance  with  the  College's  bond 
indenture  agreements,  the  College  must  make  deposits  with  a  trustee  to  provide 
for  maintenance  and  repairs  of  the  on-campus  student  housing  and  Student  Union 
Building. 

The  Retirement  of  Indebtedness  Fund  represents  funds  on  deposit  with  trustees  set 
aside  under  the  College's  bond  indenture  agreement.   Sources  of  funds  are  transfers 
from  the  Auxiliary  Enterprises. 

Investment  in  plant  represents  the  total  of  physical  properties  and  related 
indebtedness.   In  accordance  with  accepted  accounting  principles  for  colleges  and 
universities,  the  College  does  not  provide  for  depreciation  of  physical  properties. 

The  Agency  Fund  is  used  to  account  for  assets  held  by  the  College  as  custodian  or 
fiscal  agent  for  others.   Consequently,  the  transactions  of  this  fund  do  not  affect 
fund  balances. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated  by  employees  is  not 
recorded  as  a  liability.  The  amount  of  accumulated  leave  at  June  30,  1976  was  not 
readily  determinable. 

Note  2  -  Bonds  Payable 

The  details  of  bonds  payable  at  June  30,  1976  are  as  follows: 

1972  Indenture 

Housing  and  Dining  System  Bonds  of  1972,  Series  A  through  H, 

2-3/4  -  3-l/27o,  due  at  various  dates  through 

10/1/2018  including  $65,000  maturing  within  one  year.  $3,342,000 

1970  Indenture 

Armory  -  Gym  Series  B  Bonds  of  1960  due  at 

various  dates  through  6/1/89.  42,000 

Total  $3r384f000 

The  following  items  have  been  pledged  under  the  1972  Indenture:   (a)   the  net 
revenues  of  the  housing  and  dining  system  included  in  auxiliary  enterprises;  and 
(b)   the  student  building  use  fees. 

The  Indentures  require  certain  earnings  requirements.   For  the  year  ended  June  30, 
1976,  the  earnings  under  the  1972  Indenture  were  $19,790  more  than  the  requirement. 
For  the  year  ended  June  30,  1975  earnings  were  $(9,077)  less  than  the  requirement. 
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Notes  to  Financial  Statements  -  Continued 

June  30,  1976 

Note  3  -  Loans  Receivable  -  National  Direct  Student  Loan  Program 

No  provision  for  uncollectible  National  Direct  Student  Loans  has  been  provided 

for  in  the  accompanying  financial  statements.   The  following  statistics  were 

provided  to  the  Department  of  Health,  Education,  and  Welfare  in  the  annual  report 
of  the  financial  aid  programs: 

Student  loans  receivable  $413,272 

Deduct  total  value  of  loans  not  in  repayment  status 

(grace  period,  armed  forces,  Peace  Corps,  Vista, 

student  status,  hardship)  246,888 

Total  student  loans  receivable  in  repayment  status  $166,384 

First  Computation 

Total  loans  current  (120  days  or  less)  $136,026 

Total  delinquent  (in  arrears  121  days  or  more)  30,358 

Percentage  of  loans  delinquent  ($30,358  ;  $166,384)  JJ7, 

Second  Computation 

Total  amount  of  scheduled  loan  payments  delinquent  out 

of  the  $30,358  $  18,775 

Percentage  of  principal  payments  delinquent 

($18,775  ':   $166,384)  11% 

The  College  follows  accounting  practices  for  the  National  Direct  Student  Loan 
Fund  that  are  in  accordance  with  government  regulations.   Those  regulations  do 
not  provide  for  recognition  of  interest  receivable  or  for  establishment  of 
allowances  for  uncollectible  loans  receivable  or  future  loan  cancellations  by 
the  government.   To  that  extent  the  portion  of  the  financial  statements  relating 
to  loan  funds  are  at  variance  with  generally  accepted  accounting  principles. 
However,  90%  of  any  interest  receivable  on  uncollectible  loans  and  1007„  of 
government  cancellations  would  add  to  or  reduce  the  U.S.  Government's  portion 
of  the  fund  balance  and,  therefore,  would  not  have  a  significant  effect  on  the 
College's  over-all  financial  position. 

Note  4  -  Deposits  With  Trustee 

The  following  is  an  analysis  of  the  deposits  with  trustee  for  the  bond  sinking 
fund  and  renewal  reserve  at  June  30,  1976: 

Cash  $   7,160 

Investments  at  cost  (market  value  $472,161)  452,499 

Total  $460.659 
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June  30,  1976 

The  investments  are  comprised  of  U.S.  Treasury  Bills;  yields  range  from  5.066% 
to  5.722%;  maturities  are  at  various  dates  through  December  23,  1976. 

Certain  required  account  balances  should  be  maintained  with  the  Trustee.   At 
June  30,  1976  the  total  required  balance  was  deficient  in  the  amount  of  $101,725. 
However,  a  late  deposit  to  the  Trustee  was  made  on  July  22,  1976  in  the  amount 
of  $113,223  correcting  the  deficiency. 

Note  5  -  Loan  Fund  Balances 

The  loan  fund  balances  at  June  30,  1976  are  as  follows: 

Short  term  loan  fund  $   7,181 


National  Direct  Student  Loan  Fund: 
Noncapital  deficit 

Capital : 

Federal  contribution 
College  contribution 
Nursing  Student  Loan  Fund: 
Noncapital  deficit 
Capital : 

Federal  contribution 
College  contribution 
Funds  available  for  institution  matching 

Total 


$(167,071) 

530,347 
58,927 

(3,897) 

57,867 
6,430 


422,203 


60,400 
2.565 

$492r349 


Note  6  -  Retirement  Plan 

The  State  of  Montana  has  two  contributory  retirement  plans  covering  substantially 
all  employees  of  Northern  Montana  College.   Employer  contributions  for  the  year 
ended  June  30,  1976  for  all  funds  were  $114,142. 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

REPORT  ON  EXAMINATION  OF  FINANCIAL  STATEMENTS 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM  (NDSL) 

COLLEGE  WORK  STUDY  PROGRAM  (CWS) 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM  (SEOG) 

STATE  STUDENT  INCENTIVE  GRANT  PROGRAM  (SSIG) 

Fiscal  Year  Ended  June  30,  1976 

Date  May  26,  1977 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  reply  of  Northern  Montana 
College  is  included  in  the  back  of  this  report. 

Page 

Establish  an  allowance  for  doubtful  accounts  and 
recognize  the  bad  debt  expense  relating  to 
uncollectible  loans.  16 

Agency  Reply:   Do  not  concur.   See  Agency  Reply 
page  5. 

The  college  business  office  receive  all  loan 
repayments  and  deposit  them  on  a  daily  basis 
with  other  receipts.   The  financial  aid  office 
should  not  accept  loan  payments  and  notify 
debtors  as  to  the  proper  place  to  send  repayments.  19 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

The  financial  aid  office: 

1.  Establish  procedures  to  insure  that  all  students 
receiving  loans  from  federal  programs  partici- 
pate in  an  exit  interview  and  that  signed 
documentation  regarding  these  interviews  is 

maintained  in  the  students'  files.  19 

Agency  Reply:   Concur.   See  Agency  Reply  page  4. 

2.  Obtain  signed  Notice  of  Acceptance  forms  prior 
to  disbursing  any  financial  aid  to  participat- 
ing students.  19 

Agency  Reply:   Concur.   See  Agency  Reply  page  5. 

Either  develop  its  own  self  evaluation  system  or 
make  use  of  the  office  of  education's  system  to 
effectively  evaluate  financial  aid  programs.  19 

Agency  Reply:   Concur.   See  Agency  Reply  page  5. 

Allocate  work  study  expenditures  to  the  benefited 

departments.  20 

Agency  Reply:   No  reply  received. 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

INTRODUCTION 
June  30,   1976 


BACKGROUND 

National  Direct  Student  Loan  Program 

NDSL  commenced  materially  in  1958  under  Title  II  of  the  National  Defense 
Education  Act  of  1958,  and  was  established  by  Northern  Montana  College 
shortly  thereafter.   The  cumulative  amount  loaned  under  the  program  is 
$841,876  in  928  separate  loans  -  (132  during  the  audit  period  July  1, 
1975  to  June  30,  1976).   Delinquencies  amount  to  187o  of  total  loans  and 
117o  of  principal  payments. 

College  Work  Study  Program 

CWSP  was  established  in  March  of  1965.   During  the  fiscal  year  audit 
period  ended  6-30-76,  $55,374  was  expended  to  90  student  participants. 

State  Student  Incentive  Grant  Program 

SSIG  commenced  during  the  current  fiscal  year  ended  June  30,  1976. 
During  current  year  audit  period,  $5,897  was  expended  to  20  students. 

Supplemental  Educational  Opportunity  Grant  Program 

SEOG  commenced  at  Northern  Montana  College  in  September  of  1966.  During 
the  fiscal  year  audit  period  ended  June  30,  1976,  $9,800  was  expended  to 
28  students. 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

INTRODUCTION 
June  30,   1976 


SCOPE  OF  AUDIT 

Our  audit  of  the  National  Direct  Student  Loan  Program,  State  Student  Incentive 
Grant  Program,  College  Work-Study  Program  and  Supplemental  Educational  Opportunity 
Grants  Program  was  performed  in  accordance  with  "Standards  for  Audit  of  Govern- 
mental Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comp- 
troller General  in  June  1972  (1974  reprint)  and  the  audit  guide  prescribed  by 
the  Department  of  Health,  Education  and  Welfare.   The  purpose  of  the  audit  was 
to  formulate  an  opinion  on  the  basic  financial  statements  as  a  whole  and  to 
determine  if  these  programs  were  administered  in  accordance  with  applicable 
laws,  regulations,  terms  of  agreements,  and  OE  directives.   The  review  included: 

1.  Evaluation  of  the  policies,  procedures,  and  practices  used 
to  administer  the  programs. 

2.  Determination  of  compliance  with  applicable  sections  of  the  acts, 
related  Federal  regulations,  and  office  of  education  policies  and 
procedures . 

3.  Evaluation  of  the  institution  or  agency  system  of  internal  control, 
accounting,  and  reporting,  and  the  controls  maintained  in  the 
operation  of  and  accounting  for  the  funds  provided  for  the  programs. 
Also  the  appropriate  financial  statements,  OE  form  1152-2,  1152-3  and 

1152-4,  were  reviewed. 

As  part  of  our  review  we  obtained  confirmation  from  selected  students  on  SEOG 
awards,  student  participation  in  the  CWS  and  SSIG  programs  and  student  NDSL 
loan  balances.   The  audit  covered  the  period  July  1975  through  June  30,  1976 
and  the  field  work  was  performed  during  the  fall  and  winter  1976  and  1977. 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HIGHLIGHTS  OF  AUDIT  RESULTS 
June  30,   1976 

Our  audit  disclosed  that  the  institution  had  generally  administered  its  student 
aid  programs  (NDSL,  CWSP,  SEOG  and  SSIG)  in  a  satisfactory  manner  and  in  accord- 
ance with  the  DHEW  Federal  regulations  and  directives  pertaining  to  the  above 
named  programs.   However,  certain  areas  of  the  institutions  management  of  student 
aid  programs  were  in  need  of  improvement,  specifically:   (1)  Conducting  exit 
interviews  and  obtaining  signed  Notice  of  Acceptance  forms  for  financial  aid 
given,   (2)  The  use  of  a  self  evaluation  system  to  evaluate  the  institutions 
practices  and  provisions  followed  and   (3)  The  college  has  not  established  an 
allowance  for  doubtful  accounts. 

These  matters  are  discussed  more  fully  under  the  "Findings  and  Recommendations" 
section  of  this  report.   Also  see  our  opinion  on  the  financial  statements. 


Lanouette.  Hamilton   &  Ammondson 

CERTIFIED  PUBLIC  ACCOUNTANTS 

BOX  2200—601  THIRD  STREET 

HAVRE,  MONTANA    59501 

AREA  CODE  406  -    TELEPHONE  265-6724 


LOUISA    LANOUETTE,  C.P.A 
MACK  J   HAMILTON.  C.P.A 
CURTIS  A.  AMMONDSON.  C.P.A. 
RODNEY  C.  THORNE.  C.P.A 
JERRY  W.  WALTARI.  CP  A 


MEMBERS 

AMERICAN  INSTITUTE  OF 

CERTIFIED  PUBLIC  ACCOUNTANTS 


JAMES  W    LENHARDT.  C  PA. 
DELWIN  C    NORDTVEDT.  CP  A 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 

We  have  examined  the  balance  sheets  of  the  National  Direct  Student 
Loan  (NDSL),  College  Work-Study  (CWS),  State  Student  Incentive  Grant 
(SSIG)  and  Supplemental  Educational  Opportunity  Grants  (SE0G)  Programs 
of  Northern  Montana  College  as  of  June  30,  1976  and  the  related  state- 
ments of  changes  in  fund  balances  for  the  year  then  ended.   Our  examination 
was  made  in  accordance  with  the  "Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities  and  Function"  issued  in  June  1972 
(1974  reprint)  by  the  Comptroller  General  (GA0),  applicable  to  examinations 
of  financial  operations  and  reviews  of  compliance  with  applicable  laws  and 
regulations,  and  with  the  audit  requirements  set  forth  in  the  audit  guide 
issued  by  the  Department  of  Health,  Education,  and  Welfare  dated 
January  1976  and  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  consider  necessary  in  the 
circumstances . 

In  our  opinion,  subject  to  any  adjustments  to  the  financial  statements 
which  may  result  from  loan  losses  as  indicated  in  Note  2,  the  financial 
statements  referred  to  above  present  fairly  the  financial  position  of  the 
NDSL,  CWS,  SSIG  and  SE0G  programs,  of  Northern  Montana  College  at  June  30, 
1976,  and  the  changes  in  fund  balances  for  the  year  then  ended,  in  con- 
formity with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceding  year.   The  supplemental  information 
for  the  fiscal  year  ended  June  30,  1976  in  Schedules  1  and  2  of  this  report 
have  been  subjected  to  the  same  auditing  procedures  and,  in  our  opinion, 
are  stated  fairly  in  all  material  respects  when  considered  in  conjunction 
with  the  financial  statements  taken  as  a  whole. 


Respectfully  submitted, 

-M2 rite <jlC  fix  (  T&nclCf-K  ^Ufafrh*4>-t^&»Q^ 
LANOUETTE,  HAMILTON  &  AMMONDSON 


May  26,  1977 


FINANCIAL  STATEMENTS 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

NATIONAL  DIRECT  STUDENT  LOAN  FUND 
BALANCE   SHEET 
June  30,   1976 


Exhibit  A 


Cash  on  hand  and  in  depository 
Student  loans  receivable 


Fund  Balances 
Capital 

Federal  contribution 
Authorized 
Repaid 


Institutional  contribution 
Authorized 
Repaid 


Non  capital  (Exhibit  A-l) 


ASSETS 

TOTAL  ASSETS 
FUND      BALANCES 


BALANCE 


BALANCE 


$530,347 


58,927 


$        8,931 
413,272 

$   422r203 


TOTAL  FUND      BALANCES 


$  530,347 

58,927 
(167,071) 
$  422.203 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

NATIONAL  DIRECT  STUDENT  LOAN  FUND 
STATEMENTS  OF  CHANGES  IN  FUND  BALANCE 

For  the  Year   Ended  June  30,  1976 
and  the  Period  7-1-62  Through  6-30-76 


Exhibit  A-l 


Unaudited 

Cumulative 

For  the  Period 

Through  6-30-76 

Per  OE  1152-2 


For  the  Period 

7-1-75 
Through  6-30-76 
Per  Inst.  Records 


Non  capital  fund  balance 
Additions 

Interest  on  loans  collected 
Interest  on  loans  cancelled 
TOTAL  ADDITIONS 

Deductions 

Loan  principal  and  interest  cancelled 
Teaching  service 
Death 
Bankruptcy 

TOTAL 
Cost  of  litigation 
Administrative  expense 
Other  collection  costs 

TOTAL  DEDUCTIONS 

NET  INCREASE   (DECREASE) 
FOR  THE  PERIOD 

Fund  balance  beginning  of  period 

NON  CAPITAL  FUND  BALANCE 
(DEFICIT)  JUNE  30,   1976 


$   21,702 

21,294 

$  42,996 


$  210,068 


$(167,072) 


$(167.072) 


3,495 
2,981 


$   6,476 


$  176,170 

$   25,053 

4,111 

500 

4,780 

1,159 

185,061 

26,712 

10,629 

- 

12,016 

2,952 

2^362 

30 

$   29,694 

$  (23,218) 

(143,854) 

$(167.072) 


Capital  fund  balances 


Federal 


Contribution 
Institut-  Institut- 

ional    Federal    ional 


Fund  balance  July  1,  1975 
Add:   Authorized  contribution 
Deduct:   Amounts  repaid 

Fund  balance  June  30,  1976 


$         $   -      $492,749   $54,750 
530,347   58,927     37,598     4,177 


$530r347  $58r927   $530r347   $58.927 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


NORTHERN  MONTANA  COLLEGE  Exhibit  B 

Havre,  Montana 

COLLEGE  WORK- STUDY  PROGRAM 
BALANCE   SHEET 
June  30,   1976 

ASSETS 

Cash  $11,081 

TOTAL  ASSETS  $11,081 

LIABILITIES  AND  FUND  BALANCE 

Accrued  wages  $  1,510 

Fund  balance  9,571 

TOTAL  LIABILITIES  AND  FUND  BALANCE  $11,081 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

COLLEGE  WORK  STUDY  PROGRAM 

STATEMENT   OF  CHANGES  IN  FUND  BALANCE 

For  the  Year  Ended  June  30,  1976 


Exhibit  B-l 


Additions : 

Total  grant  award  authorization 

Deduct : 

Amount  of  grant  award  not  requested  or  deposited 

Balance  -  Funds  provided  by  Federal  Government 

Add  -  Funds  provided  by  institution 

TOTAL  FUNDS  PROVIDED 


$53,100 


$53,100 

13,112 
$66,212 


Deductions : 
Wages : 

On  campus : 

Federal  share 
Institution  share 


$36,404 
11,052 


Off  campus : 
Federal  share 
Institution  share 

Administrative  expenses 


Net  increase  for  the  year 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year 


TOTAL 


5,857 
2,061 


$55,374 

1,267 
$56,641 

$  9,571 

$  9.571  (1) 


(1)   This  is  not  in  agreement  with  OE  Form  1152-4.   The  actual  administrative  expenses 
for  the  period  were  $1,267  or  $377  dollars  less  than  reported  on  Form  1152-4.   The 
actual  wages  paid  were  $55,374  or  $578  more  than  reported  on  Form  1152-4.   The  net 
difference  of  $201  is  reflected  on  line  11  of  Form  1152-4. 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 


NORTHERN  MONTANA  COLLEGE  Exhibit  C 

Havre,  Montana 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM 
BALANCE   SHEET 
June  30,   1976 

ASSETS 

Cash  $4,824 

TOTAL  ASSETS  $4,824 

LIABILITIES  AND  FUND  BALANCE 

Liabilities  $  - 

Fund  balance  4,824 

TOTAL  LIABILITIES  AND  FUND  BALANCE  $4,824 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

SUPPLEMENTAL  EDUCATIONAL  OPPORTUNITY  GRANTS  PROGRAM 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

For  the  Year  Ended  June  30,  1976 


Exhibit  C-l 


Additions : 

Total  grant  award  authorization 

Deduct : 

Amount  of  grant  award  not  requested  or  deposited 

Balance  -  Funds  provided  by  Federal  Government 


$14,918 


14,918 


Deductions : 

Initial  awards 
Continuing  awards 
Administrative  expense 


Increase  during  the  year 

Fund  balance,  beginning  of  year 

Fund  balance,  end  of  year 


$5,800 

4,000 

294 


TOTAL 


10,094 
4,824 


$  4.824  (1) 


(1)   This  is  not  in  agreement  with  OE  Form  1152-3.   The  actual  administrative  expense 
charged  was  $294,  $95  for  the  initial  year  and  $199  for  the  continuing  year.   Form 
1152-3  indicates  administrative  expense  for  the  continuing  grants  of  $120  which  is 
the  maximum  allowable  administrative  expense.   The  difference  of  $79  is  reflected 
on  line  9  of  Form  1152-3. 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 
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NORTHERN  MONTANA  COLLEGE  Exhibit  D 

Havre,  Montana 

STATE  STUDENT  INCENTIVE  GRANT  PROGRAM 

BALANCE  SHEET  -  HEW  FORM  601-T 

June  30,   1976 


ASSETS 
Cash 

LIABILITIES  AND  FUND  BALANCE 
Fund  balance 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 
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NORTHERN  MONTANA  COLLEGE  Exhibit  D-l 

Havre,  Montana 

STATE  STUDENT  INCENTIVE  GRANT  PROGRAM 

STATEMENT  OF  INCOME  AND  EXPENDITURES  AND  FUND  BALANCE 

For  the  Year  Ended  June  30,  1976 

For  the  Year  Ended 
June  30,   1976 
HEW  Form  601-T 

INCOME 

Funds  provided  by  government  $5,897 

EXPENDITURES : 

Initial  awards  5,897 

FUND  BALANCE  $  " 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

NOTES  TO   FINANCIAL  STATEMENTS 
June  30,   1976 


NOTE  1:   SIGNIFICANT  ACCOUNTING  POLICIES 

The  National  Direct  Student  Loans  are  partially  financed  by  the  Federal 
Government.   Provisions  of  the  federal  loan  program  stipulate  that: 

(1)  The  college  match  one-ninth  of  the  federal  contributions. 

(2)  A  portion  of  the  loan  principal  and  interest  can  be  cancelled 
each  year  if  the  recipient  completes  certain  employment  re- 
quirements.Up  to  100%  of  these  loans  can  be  cancelled  over 

a  five  year  period  if  the  recipient  teaches  in  a  qualifying 
institution.   These  cancellations  are  absorbed  by  the  Federal 
Government . 

The  college  work  study  program  is  partially  financed  by  the  Federal 
Government.  This  program  provides  funds  to  employ  students  at  work 
in  college  related  activities. 

The  SEOG  program  is  financed  totally  by  the  Federal  Government.   The 
funds  provided  by  this  program  are  given  to  students  to  supplement 
other  forms  of  aid  received  by  students. 

NOTE  2:   NATIONAL  DIRECT  STUDENT  LOAN  FUND 

Although  the  college  follows  accounting  practices  for  the  National 
Direct  Student  Loan  Fund  that  are  in  accordance  with  government 
regulations,  those  regulations  do  not  provide  for  recognition  of  interest 
receivable  or  for  establishment  of  allowances  for  uncollectible  loans 
receivable. 

Loans  in  the  principal  amount  of  $31,740  are  delinquent  over  1  year  and 
are  considered  doubtful,  resulting  in  an  overstatement  of  NDSL  assets 
and  fund  balances.   However,  due  to  the  possibility  of  future  loan 
cancellations  by  the  government,  the  eventual  effect  of  the  departure 
from  generally  accepted  accounting  principals  is  impossible  to  assess. 

NOTE  3:   STUDENT  AID  PROGRAMS  -  NDSL,  CWS,  AND  SEOG 

The  amounts  reported  on  the  statements  of  changes  in  fund  balances  for 
the  NDSL,  CWS  and  SEOG  programs  agree  with  the  amounts  reported  on  the 
Office  of  Education  Fiscal  Reports  OE  1152-2,  OE  1152-3  and  OE1152-4, 
except  for  the  differences  discussed  on  footnote  1  on  the  College  Work 
Study  statement  of  changes  in  fund  balance  (Exhibit  B-l)  and  footnote 
1  on  the  Supplemental  Educational  Opportunity  Grants  statement  of  Changes 
in  fund  balance  (Exhibit  C-l) 
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NORTHERN  MONTANA  COLLEGE  Schedule  1 

Havre,  Montana 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 
ANALYSIS  OF  STUDENT  LOANS  RECEIVABLE 

For  the  Year  Ended  June  30,  1976 
and  the  Period  7-1-62  through  6-30-76 


Unaudited 

Cumulative 
For  the  Period    For  the  Period 

7-1-62  7-1-75 

through  6-30-76    through  6-30-76 


Student  loans  receivable  July  1,  1975 

Funds  advanced  to  students 

Less  credits  : 
Collected 

Cancelled  : 

Teaching  service 

Death 

Bankruptcy 

TOTAL  CREDITS 

STUDENT  LOANS  RECEIVABLE,  JUNE  30,  1976 


Per 
OE    1152-2 

Per 
OE    1152-2 

$        - 

$392,333 

841,876 
$841,876 

98,266 
$490,599 

$264,837 

$   53,596 

155,229 

4,071 

4,467 

$428,604 

22,093 

498 

1,140 

$    77.327 

$413,272 

$4l3f272 
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NORTHERN  MONTANA  COLLEGE  Schedule  2 

Havre,  Montana 

NATIONAL  DIRECT  STUDENT  LOAN  PROGRAM 

ANALYSIS  OF  STUDENT  LOANS  RECEIVABLE  IN  REPAYMENT  STATUS 

As  of  June  30,   1976 

Student  loans  receivable  $413,272 

Deduct  total  value  of  loans  not  in 

repayment  status  246,888 

Total  student  loans  receivable  in  repayment 

status  $166,384 

1ST  COMPUTATION  REQUIRED  -  DELINQUENCY 
RATE  ON  TOTAL  LOANS  DELINQUENT 

Total  loans  current  (120  days  or  less)  $136,026 

Total  delinquent  (in  arrears  121  days  or  more)  30f 358 

Percentage  of  loans  delinquent 

(30,358  t    166,384)  18% 


2ND  COMPUTATION  REQUIRED  -  DELINQUENCY 
RATE  ON  THE  PRINCIPAL  AMOUNT  DELINQUENT 

Total  amount  of  scheduled  loan  payments 

delinquent  out  of  the  $30,358  $  18,775 

Percentage  of  principal  payments 

delinquent  (18,775  i    166,384)  11% 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

FINDINGS  AND  RECOMMENDATIONS  -  FINANCIAL 
June  30,   1976 

The  college  has  not  established  an  allowance  for  doubtful  accounts  for  NDSL 
loans,  which  is  in  accordance  with  government  regulations.   However,  generally 
accepted  accounting  principles  require  the  establishment  of  an  allowance  for 
doubtful  accounts.   Loans  in  the  principal  amount  of  $31,740  are  delinquent 
over  one  year  and  are  considered  doubtful,  resulting  in  an  overstatement  of 
NDSL  assets  and  fund  balances. 

Recommendation 

We  recommend  that  the  college  establish  an  allowance  for  doubtful  accounts 

and  recognize  the  bad  debt  expense  related  to  uncollectible  loans. 
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Lanouette.  Hamilton   &  Ammondson 

CERTIFIED  PUBLIC  ACCOUNTANTS 

BOX  2200  —  601  THIRD  STREET 

HAVRE,  MONTANA   59501 

AREA  CODE  406  -    TELEPHONE  265-6724 


OUISA    LANOUETTE.  C. P. A 
IACK  J   HAMILTON.  C.P  A 
URTIS  A    AMMONDSON.  C  PA 
IODNEY  C    THORNE.  C.P.A. 
ERRY  W    WALTARI.  C.P.A 


MEMBERS 

AMERICAN  INSTITUTE  OF 

CERTIFIED  PUBLIC  ACCOUNTANTS 


AMESW    LENHARDT.  C.P.A. 
IELWINC    NORDTVEDT.  C  P  A 


Legislative  Audit  Committee  of 
Montana  State  Legislature 

We  have  examined  the  financial  statements  on  the  NDSL,  CWS,  SSIG 
and  SE0G  Programs,  Northern  Montana  College  for  the  year  ended  June  30, 
1976.   Our  opinion  on  the  above  statements  is  contained  on  page  4  of  this 
report.   As  a  part  of  our  examination,  we  reviewed  and  tested  the  College's 
system  of  internal  accounting  control  to  the  extent  we  considered  necessary 
to  evaluate  the  system  as  required  by  "Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities  and  Functions"  issued  by  the  Comptroller 
General  (GA0)  in  June  1972  (1974  reprint).   Under  these  standards  the 
purpose  of  such  evaluation  is  to  establish  a  basis  for  reliance  thereon  in 
determining  the  nature,  timing,  and  extent  of  other  auditing  procedures  that 
are  necessary  for  expressing  an  opinion  on  the  financial  statements. 

We  have  also  made  a  study  of  those  internal  accounting  control  and 
administrative  control  procedures  of  Northern  Montana  College  that  we  con- 
sidered relevant  to  the  criteria  established  by  the  Department  of  Health, 
Education,  and  Welfare  as  set  forth  in  pages  17  through  28  of  its  Audit 
Guide  issued  January  1976.   Our  study  included  tests  of  compliance  with 
such  procedures  during  the  period  from  July  1,  1975  through  June  30,  1976. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss 
from  unauthorized  use  or  disposition,  and  the  reliability  of  financial 
records  for  preparing  financial  statements  and  maintaining  accountability 
for  assets.   We  understand  that  the  objective  of  those  administrative 
control  procedures  comprehended  in  the  Department  of  Health,  Education, 
and  Welfare  criteria  is  to  provide  similar  assurance  as  to  compliance 
with  its  related  requirements.   The  concept  of  reasonable  assurance 
recognizes  that  the  cost  of  a  system  of  internal  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the  evaluation  of  these 
factors  necessarily  requires  estimates  and  judgements  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  considering 
the  potential  effectiveness  of  any  system  of  internal  control.   In  the 
performance  of  most  control  procedures,  errors  can  result  from  misunder- 
standing of  instructions,  mistakes  of  judgment,  carelessness,  or  other 
personal  factors.   Control  procedures  whose  effectiveness  depends  upon 
segregation  of  duties  can  be  circumvented  by  collusion.   Similarly,  control 
procedures  can  be  circumvented  intentionally  by  management  with  respect 
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either  to  the  execution  and  recording  of  transactions  or  with  respect  to 
the  estimates  and  judgments  required  in  the  preparation  of  financial 
statements.   Further,  projection  of  any  evaluation  of  internal  control  to 
future  periods  is  subject  to  the  risk  that  the  procedures  may  become 
inadequate  because  of  changes  in  conditions  and  that  the  degree  of  compliance 
with  the  procedures  may  deteriorate. 

We  understand  that  procedures  in  conformity  with  the  criteria  referred 
to  in  the  second  paragraph  of  this  report  are  considered  by  the  Department 
of  Health,  Education  and  Welfare  to  be  adequate  for  its  purpose  in  accord- 
ance with  the  provisions  of  the  Higher  Education  Act  of  1965  and  related 
regulations,  and  that  procedures  not  in  conformity  therewith  indicate 
some  inadequacy  for  such  purposes.   Based  on  this  understanding  and  on 
our  study,  we  believe  the  Northern  Montana  College  procedures  were  adequate 
for  the  Department's  purposes,  except  for  the  conditions  described  in  the 
findings  and  recommendations   portion  of  this  report, which  we  believe  are 
not  in  conformity  with  the  criteria  referred  to  above. 

This  report  is  intended  for  use  in  connection  with  the  grant  to  which 
it  refers  and  should  not  be  used  for  any  other  purposes. 


Respectfully  submitted, 


LANOUETTE,  HAMILTON  &  AMMONDSON 
May  26,  1977 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

FINDINGS  AND  RECOMMENDATIONS 

COMPLIANCE  AND  INTERNAL  ACCOUNTING  CONTROLS 

June  30,   1976 

The  college  financial  aid  office  is  receiving  payments  on  National  Direct 
Student  Loan  collections.   Credit  memo  slips  are  prepared  by  the  college 
data  processing  department  on  a  monthly  basis  indicating  the  current  months 
breakdown  of  principal  and  interest.   When  the  Financial  Aid   Office  receives 
payments  on  loans,  they  compare  the  checks  with  the  credit  memos  and  then 
hold  the  checks  until  a  sufficient  number  of  them  have  been  accumulated. 
These  receipts  are  sometimes  held  for  two  to  three  weeks  before  they  are 
given  to  the  business  office  to  be  receipted  in. 

Recommendation 

All  loan  repayments  should  be  received  by  the  College  Business  Office 
and  deposited  on  a  daily  basis  with  other  receipts.   The  financial  aid 
office  should  not  accept  loan  payments  and  notify  debtors  as  to  the  proper 
place  to  send  repayments. 

The  Financial  Aid   Office  maintenance  of  student   files  is  deficient  in  several 
areas.   Federal  regulations  require  that  loan  exit  interviews  be  conducted  and 
that  students  sign  a  Notice  of  Acceptance  for  financial  aid  that  they  receive. 

Recommendation 

We  recommend  that  the  financial  aid  office: 

1.  Establish  procedures  to  insure  that  all  students  receiving  loans 
from  federal  programs  participate  in  an  exit  interview  and  that 
signed  documentation  regarding  these  interviews  is  maintained  in 
the  students  files. 

2.  Obtain  signed  Notice  of  Acceptance  forms  prior  to  disbursing  any 
financial  aid  to  participating  students. 

The  Office  of  Education  has  developed  a  suggested  self  evaluation  system  to 
be  used  by  institutions  to  evaluate  the  practices  and  procedures  they  follow 
in  administering  their  Student  Financial  Aid  programs.   The  college  has  never 
performed  a  self  evaluation  system  study. 

Recommendation 

We  recommend  that  the  college  either  develope   its  own  self  evaluation  system 
or  make  use  of  the  office  of  education's  system  to  effectively  evaluate 
financial  aid  programs. 

For  years  prior  to  June  30,  1976  a  separate  audit  report  of  the  student  aid 
programs  was  not  issued.   The  student  aid  programs  were  included  in  the 
audit  of  Northern  Montana  College  by  the  Office  of  Legislative  Auditor  for 
the  fiscal  year  ended  June  30,  1974.   The  recommendation  contained  in  that 
report  relating  to  student  aid  programs  which  has  not  been  adequately  corrected 
is  listed  on  the  following  page. 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

FINDINGS  AND  RECOMMENDATIONS 

COMPLIANCE  AND  INTERNAL  ACCOUNTING  CONTROLS 

June  30,   1976 


College  Work  Study  Expense 

College  Work  Study  payments  to  students  are  financed  from  two  sources. 
Eighty  percent  are  paid  from  a  federal  grant,  and  twenty  percent  are 
paid  from  state  appropriated  funds.   The  expenditures  relating  to  these 
payments  are  charged  to  two  departments.   The  state's  share  of  the 
payment  is  charged  to  the  department  receiving  the  benefit  of  student 
work.   In  contrast,  the  federal  share  is  charged  to  a  student  aid  account 
and  is  not  allocated  to  the  departments.   To  provide  full  disclosure  of 
the  expenditures  relating  to  each  department,  the  federal  portion  of  work 
study  salary  expense  should  also  be  charged  to  the  department. 

Recommendation 

We  recommend  the  college  allocate  work  study  expenditures  to  the 

benefited  departments. 
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STATE  OF  MONTANA 

NORTHERN  MONTANA  COLLEGE 

REPORT  ON  HOUSING  AND  DINING  SYSTEM 

BONDS  OF  1972 

SERIES  A  THROUGH  H 

June  30,  1976  and  1975 


Lanouette.  Hamilton  &  Ammondson 

CERTIFIED  PUBLIC  ACCOUNTANTS 

BOX  2200—  601  THIRD  STREET 

HAVRE.  MONTANA    59501 

AREA  CODE  406  -    TELEPHONE  265-6724 


LOUISA    LANOUETTE.  C  P  A 
MACK  J   HAMILTON.  C  PA 
CURTIS  A    AMMONDSON.  C.P.A. 
RODNEY  C.  THORNE.  C  P  A 
JERRY  W    WALTARI.CPA 


MEMBERS 

AMERICAN  INSTITUTE  OF 

CERTIFIED  PUBLIC  ACCOUNTANTS 


JAMES  W.  LENHARDT.  C  P  A 
DELWINC    NORDTVEDT.  C  PA 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  records  and  accounts  of  the  Northern  Montana 
College  Housing  and  Dining  System  Bonds  of  1972  for  the  years  ended 
June  30,  1976  and  1975.   Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  college  has  overstated  the  reserve  fund  balance  at  June  30, 
1976  by  $113,223.   A  transfer  of  funds  in  that  amount  was  made  to  the 
sinking  fund  trustees  on  July  22,  1976,  but  was  recorded  by  the  college 
as  being  paid  at  June  30,  1976.   The  trustees  had,  however,  made  timely 
payments  of  principal  and  interest  as  of  April  1976  using  reserve  funds. 

In  our  opinion,  because  of  the  material  effect  on  the  matter 
discussed  in  the  preceding  paragraph,  the  Statement  of  Changes  in  Reserve 
Fund  Balances  as  of  June  30,  1976  does  not  present  fairly  the  balance 
of  the  reserve  fund  and  the  reserve  fund  transactions  for  the  year  then 
ended. 

In  our  opinion,  the  accompanying  statements,  other  than  the  statement 
mentioned  in  the  preceding  paragraph  present  fairly  the  balances  of  the 
accounts  on  hand  at  June  30,  1976  and  1975,  and  the  results  of  the  trans- 
actions for  the  fiscal  years  then  ended.   Also,  with  the  exception  of  the 
above  mentioned  late  fund  transfer  to  the  sinking  fund  trustees,  the 
Board  of  Regents  and  the  Northern  Montana  College  are  complying  with  the 
provisions  of  the  indentures  and  resolutions  authorizing  the  bonds. 

Respectfully  submitted, 


LANOUETTE,  Hi5 
May  26,  1977 


LANOUETTE,  HAMILTON  &  AMMONDSON 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 

SERIES  A  THROUGH  H 

DATA  ON   BONDS 

June  30,  1976  and  1975 

Purpose : 

Series  A  -  To  refund  $208,000.00  Northern  Montana  College  Student  Union 
Bonds  of  1959. 

Series  B,-  To  refund  $752,000.00  Northern  Montana  College  Housing  and  Dining 
C  &  D    System  and  Refunding  Bond  of  1959,  Series  A,  B  and  C. 

Series  E  -  To  refund  $273,000.00  Northern  Montana  College  Housing  and  Dining 
System  Bonds  of  1960. 

Series  F  -  To  refund  $348,000.00  Northern  Montana  College  Housing  and  Dining 
System  Bonds  of  1961. 

Series  G  -  To  refund  $138,000.00  Northern  Montana  College  Student  Union 
Bonds  of  1963. 

Series  H  -  To  pay  $1,828,000.00  for  construction  of  a  dormitory  to  house 
approximately  200  single  women  students  and  an  addition  to  the 
Studen;  Union  Building  to  provide  kitchen  and  dining  facilities 
for  approximately  876  students;  all  with  necessary  facilities. 

Description 

The  $3,547,000.00  bond  issue  has  interest  payable  April  1,  and  October  1. 
Bonds  mature  annually  on  October  1,  1972  through  October  1,  2018.   The  entire 
bond  issue  was  purchased  by  the  Department  of  Housing  &  Urban  Development. 

Bond  Principal  and  Interest  Payment  Requirements 

The  trustees  have  made  all  bond  principal  and  interest  payments  on  time  as 
they  have  become  due  and  payable. 

Section  14  of  the  indenture  agreement  requires  the  State  Board  of  Regents  to 
deposit,  on  or  before  March  15,  and  September  15,  a  sum  equal  to  the  interest 
to  become  due  on  the  next  interest  payment  date,  plus  one-half  of  the  principal 
due  within  the  succeeding  twelve  months,  to  the  "Northern  Montana  College  Housing 
and  Dining  System  Bond  and  Interest  Sinking  Fund  Account."  The  required  deposit 
of  $101,725.00  due  March  15,  1976  was  not  actually  paid  until  July  22,  1976 
when  $113,223.00  was  transferred.   The  college  records  reflect  the  $113,223.00 
having  been  paid  prior  to  June  30,  1976.   Therefore,  the  sinking  fund  account 
balances  are  overstated  by  that  amount. 

Insurance  Requirements 

Insurance  requirements  as  specified  by  Section  21,  paragraphs  C,  D,  E  and  F  of 
the  indenture  agreement  have  been  complied  with. 

SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 

SERIES  A  THROUGH  H 

DATA  ON   BONDS 

June  30,  1976  and  1975 

Liens 

The  bonds  are  secured  by:   (1)  A  first  lien  on  and  pledge  of  the  net  revenues 
to  be  derived  from  the  operation  and/or  ownership  of  the  Northern  Montana  College 
Housing  and  Dining  System,  consisting  of:  (a)  the  new  women's  dormitory,  (b)  the 
Student  Union  Building,  including  the  Centralized  Food  Service,  (c)  Morgan  Hall, 
(d)  Donaldson  Hall,  (e)  married  student  housing,  (f)  any  additional  housing, 
dining,  and  related  auxiliary  facilities  which  may  be  added  to  the  Housing  and 
Dining  System  at  future  dates;  and 

(2)  A  first  lien  on  and  pledge  of  the  Student  Union  Building  use  fee 
presently  being  assessed  each  full  time  student  at  a  rate  of  $20.00  per  quarter. 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


October  1 

1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
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2002 
2003 
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2006 
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2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 


Series 

A 
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5,000 
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9,000 
9,000 
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10,000 
10,000 
10,000 
10,000 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 
SERIES  A  THROUGH  H 
SCHEDULE  OF  REDEMPTION  REQUIREMENTS 
June  30,  1976  and  1975 


Series 


n, 
ii, 
ii, 
ii, 

12, 

12, 
12, 
13, 
13, 
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14, 
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000 

000 

000 

000 

000 

000 

000 

000 

000 

000 


Series 

c 

4,000  $ 

4,000 

4,000 

5,000 

5,000 

5,000 

5,000 

5,000 

5,000 

5,000 

6,000 

6,000 

6,000 

6,000 

6,000 

7,000 

7,000 

7,000 

7,000 

7,000 

8,000 

8,000 

8,000 

8,000 

8,000 

9,000 

9,000 

9,000 


Series 
D 


Series 
E 


Series 
F 


Series 
G 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


Series 
H 
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3,000 

25,000 

73 

000 

3,000 

25,000 

75 

000 

3,000 

25,000 

75 

000 

3,000 

25,000 

76 

,000 

3,000 

25,000 

80 

000 

4,000 

25,000 

82 

000 

4,000 

25,000 

83 

000 

4,000 

25,000 

84 

000 

4,000 

30,000 

90 

,000 

4,000 

30,000 

93 

,000 

4,000 

30,000 

96 

,000 

4,000 

30,000 

97 

,000 

4,000 

30,000 

98 

,000 

5,000 

35,000 

107 

,000 

5,000 

35,000 

109 

,000 

5,000 

35,000 

111 

,000 

5,000 

35,000 

112 

,000 

5,000 

35,000 

"115 

,000 

6,000 

40,000 

123 

,000 

6,000 

40,000 

105 

,000 

6,000 

40,000 

105 

000 

6,000 

40,000 

92 

000 

6,000 

45,000 

69 

000 

6,000 

45,000 

69 

000 

7,000 

45,000 

52 

000 

7,000  1/ 

45,000 

52 

000 

— 

50,000 

50 

000 

-- 

50,000 

50 

000 

-- 

50,000 

50 

000 

-- 

55,000 

55 

000 

— 

55,000 

55 

000 

— 

55,000 

55 

000 

— 

60,000 

60 

000 

— 

60,000 

60 

000 

-- 

60,000 

60 

000 

— 

65,000 

65 

000 

-- 

65,000 

65, 

000 

— 

65,000 

65 

000 

-- 

70,000 

70 

000 

— 

70,000 

70 

000 

-- 

73,000 

73 

000 

Total  $208,000  $372,000  $179r000  $201,000  $273.000  $348,000  $138,000  $1,828.000  $3,547,000 

Original 

Issue      1/    Paid  early.    SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT  4 
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NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 
SERIES  A  THROUGH  H 
STATEMENTS  OF  REVENUES  AND  EXPENDITURES 
For  Years  Ended  June  30,  1976  and  1975 


June  30,  1976 


June  30,  1975 


REVENUES 

Donaldson  Hall 

Women's  Residence  Hall 

Morgan  Hall 

Married  Students  Apartments 

Centralized  Food  Service 

Less  cost  of  goods  sold 
Student  Union  Bookstore 

Less  cost  of  goods  sold 
Student  Union  -  General 
Housing  &  Dining  System  Interest 
TOTAL  REVENUES 

EXPENDITURES 
Donaldson  Hall 
Womens  Residence  Hall 
Morgan  Hall 

Married  Students  Apartments 
Centralized  Food  Service 
Student  Union  Bookstore 
Student  Union  General 
Housing  and  Dining  System 

TOTAL  EXPENDITURES 

EXCESS  OF  REVENUES  OVER  EXPENDITURES 


$  12,800 

$  19,800 

66,005 

47,348 

78,764 

58,223 

62,070 

50,973 

$  305, 

,994 

$ 

269, 

,084 

(106, 

.013) 

199,981 

(104, 

,225) 

164,859 

137, 

,259 

108. 

,335 

(106, 

,920) 

30,339 
74,755(1) 
7.884 
$532,598 

$   9,981 

54,537 

60,923 

23,844 

105,348 

16,087 

35,957 

1.703 

$308,380 

$224,218 

(79, 

,762) 

28,573 

54,717 

2,630 

$427,123 

$  7,866 
43,173 
51,128 
17,337 
93,874 
12,638 
30,839 
1,724 

$258,579 

$168.54- 

Annual  Earnings 
Actual 
Required 

Principal  and  interest 

Renewal  and  replacement 

ACTUAL  OVER  (UNDER) 
(1)   Consists  primarily  of  student  use  fees, 


$166,086 
38.342 


$224,218 


204,428 


$  19r790 


$145,688 
31.933 


$168,544 


177.621 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havr e ,  Mon  tana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 
SERIES  A  THROUGH  H 
STATEMENT  OF  CHANGES  IN  RESERVE  FUND  BALANCES 


Balance  beginning  of  year 

Increases : 

Transfers  from  enterprises1 

earnings 
Investment  income 
Transfers 

Sub-total 

Decreases  : 

Bonds  retired 
Interest  paid 

Transfer  to  renewal  and  replacement 
Total  Decreases 

Balances,  end  of  year 


June  30,  1976  June  30,  1975 

Reserve  For  Reserve  For 

Sinking  x   Renewal  and  Sinking    Renewal  and 

Fund     Replacement  Fund     Replacement 

$206,616    $304,829  $213,836    $272,896 


196,750 
30,773 


$  64,000 

102,086 

44,751 

$210,837 

$223,302 


44,751 


128,264 
42,137 


$349r580 


$  42,000 

103,688 

31,933 

$177,621 

$206f616 


31,933 


$434,139    $349.580    $384,237    $304,829 


1 


$304,829 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 


Par 

;  50,000 

10,000 
35,000 
70,000 
35,000 
25,000 

125,000 
15,000 
20,000 

135,000 

484 

5,548 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 
SERIES  A  THROUGH  H 
SCHEDULE  OF  SINKING  FUND  AND  RENEWAL  RESERVE  INVESTMENTS 
June  30,  1976  and  1975 


June  30,  1975 


Maturity 

Date 

Cost 

Yield 

u. 

S. 

Treasury 

Bills 

7-  3-75 

$  48,220 

7.101 

U. 

s. 

Treasury 

Bills 

7-17-75 

9,679 

6.646 

u. 

s. 

Treasury 

Bills 

7-31-75 

33,984 

5.825 

u. 

s. 

Treasury 

Bills 

8-14-75 

67,963 

5.80 

u. 

s. 

Treasury 

Bills 

8-21-75 

34,045 

5.483 

u. 

s. 

Treasury 

Bills 

9-18-75 

24,323 

5.473 

u. 

s. 

Treasury 

Bills 

9-25-75 

122,278 

5.60 

u. 

s. 

Treasury 

Bills 

10-  9-75 

14,533 

6.351 

u. 

s. 

Treasury 

Bills 

11-13-75 

19,461 

5.481 

u. 

s. 

Treasury 

Bills 

12-26-75 

130,927 

5.935 

Ca 

sh 

on  Hand  - 

Principal 

484 

Ca 

sh 

on  Hand  - 

Income 

5,548 

$526,032  Trustee  Total  $511,445 


June  30,  1976 

!  20,000  U.  S.  Treasury  Bills 

50,000  U.  S.  Treasury  Bills 

10,000  U.  S.  Treasury  Bills 

35,000  U.  S.  Treasury  Bills 

70,000  U.  S.  Treasury  Bills 

45,000  U.  S.  Treasury  Bills 

75,000  U.  S.  Treasury  Bills 

135,000  U.  S.  Treasury  Bills 

15,000  U.  S.  Treasury  Bills 

10,000  U.  S.  Treasury  Bills 

2,466  Cash  on  Hand  -  Principal 

4,694  Cash  on  Hand  -  Income 


11-12-76 

$  19,463 

5.426 

7-  1-76 

48,630 

5.507 

7-15-76 

9,759 

5.066 

7-29-76 

34,121 

5.052 

8-12-76 

68,208 

5.133 

8-19-76 

43,839 

5.171 

9-23-76 

73,012 

5.283 

12-23-76 

131,094 

5.722 

10-  7-76 

14,614 

5.293 

10-14-76 

9,759 
2,466 
4,694 

5.068 

$472,160                    Trustee  Total  459,659 

Reserve  deposit  required  3-15-76  not 

received  by  trustee  until  July  22,  1976  113,223 

Total  $572,882 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


NORTHERN  MONTANA  COLLEGE 

HOUSING  AND  DINING  SYSTEM  BONDS  OF  1972 

SERIES  A  THROUGH  H 

OCCUPANCY   STATISTICS 


1976-1975  1975-1974 

Available     Actual  Actual 

Occupancy  Occupancy        Percent        Occupancy        Percent 


Morgan  Hall 
Women's   Residence 
Married    Student   Housing 


Morgan  Hall 

Double  Occupancy 

Single  Occupancy 

Single  (in  double  room) 
Women's  Residence 

Double  Occupancy 

Single  (in  double  room) 
Married  Student  Housing 

One  Bedroom 

Two  Bedroom 


256                 201 

78.5% 

159 

62.1% 

200                  134 

67.0% 

110 

55.0% 

47                   46 

97.9% 

44 

94.3% 

RENTAL  RATE 

1976-1975 

1975-1974 

$116 
126 
155 

116 
155 

120 
132 


$101 
110 
135 

101 
135 

104 
115 


SEE  ACCOMPANYING  ACCOUNTANTS '  REPORT 


NORTHERN  MONTANA  COLLEGE 
Havre,  Montana 

SCHEDULE  OF  INSURANCE  COVERAGE 
June  30,   1976 


Fire  &  Extended  Coverage 
Buildings     Contents 


-'Donaldson  Hall 
Pershing  Hall 
East  Hall 

Metals  Technology  Building 
Carpentry  &  Storage  Building 
Auto  Machines  Building 
Cowan  Hall 
Auto  Body  Shop 
Faculty  House  #1 
Three  Tiber  Homes 

24'  x  30' 
Four  Tiber  Homes 

20'  x  26' 
Armory-Gymnas  ium 
-'Morgan  Hall 

Faculty  House  #2 
^Student  Union  &  Food 

Service 
"Married  Students 

Apartment  #1 
"Married  Students 

Apartment  #2 
^Married  Students 

Apartment  #3 
^Married  Students 

Apartment  #4 
•'Married  Students 
Apartment  #5 
Physical  Plant  Building 
Physical  Plant  Storage 

Building 
Math-Science  Building 
Electronics  Building 
Engineering  Tech.  & 

Industrial  Arts  Building 
*New  Woraens  Dormitory 
Motor  Vehicle  Storage 

Building 
Presidents  Residence 
Boiler  Insurance 
Comprehensive  General  Insure 

(per  occurence) 
Employees'  Faithful   Perforr 
bond  (per  occurrence) 

TOTAL 


Business 
Interruption 


Other 


680,800.00 
350,100.00 

13,200.00 
159,100.00 

55,600.00 

185,600.00 

1,862,400.00 

41,900.00 

35,300.00 

28,500.00 

29,800.00 
1,354,800.00 
1,198,600.00 

48,400.00 

1,464,300.00 

206,100.00 

160,400.00 

260,900.00 

102,200.00 

195,700.00 
130,800.00 

900.00 

1,063,000.00 

420,700.00 

1,199,200.00 
1,254,900.00 

24,800.00 
84,100.00 


$  33,000.00   $   8,500.00 

17,600.00 

1,100.00 

106,700.00 

8,800.00 

7  7,000.00 

104,500.00 

11,000.00 

600.00 

700.00 


900.00 
44,000.00 
66,000.00 


55,000.00 

5,300.00) 

5,300.00) 

6,600.00) 

4,000.00) 

6,600.00) 
30,800.00 

1,100.00 

66,000.00 

176,100.00 

159,500.00 
11,000.00 

1,100.00 
1,100.00 


62,533.00 


95,576.00 


33,288.00 


50,220.00 


$2,000,000.00 
1,000,000.00 
1.000.000.00 


S1.2r612. 100.00  S1T00I.400.00   $250,117.00   $4f 000.000.00 


-'Pledged  as  security  on  Housing  and  Dining  System  Bonds  of  1972. 


SEE  ACCOMPANYING  ACCOUNTANTS'  REPORT 
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AGENCY   REPLY 


NORTHERN   MONTANA  COLLEGE 


Montana  University  System 
HAVRE    59501 


OFFICE  OF  THE  TREASURER  July     26,      1977 


Morris  Brusett 
Legislative  Auditor 
Room  125  -  State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

Our  responses  to  the  recommendations  made  in  the  Northern  Montana 
College  audit  for  the  period  ending  June  30,  1976,  are  attached. 
These  responses  have  been  approved  by  the  Commissioner  of  Higher  Ed- 
ucation in  behalf  of  the  Board  of  Regents. 

We  appreciate  the  efforts  of  your  staff  and  of  the  staff  of  Lanouette, 
Hamilton  &  Ammondson  during  the  course  of  this  audit. 

I  think  that  it  is  important  to  recognize  that  most  of  the  conditions 
in  existence  during  the  period  covered  by  this  audit  are  not  applicable 
to  our  current  operations.   Systems  have  been  altered  substantially 
as  NMC  has  become  more  intensely  involved  with  the  Statewide  Budgeting 
and  Accounting  System  and  we  are  hopeful  that  its  further  refinement 
will  allow  us  to  further  upgrade  our  operations. 

Please  inform  us  of  the  meeting  arrangements  as  soon  as  they  are  formu- 
lated, so  that  we  may  plan  our  schedules. 


y  D.  Clinton 


Larry 

Business  Manager 

encs. 

cc:     Lawrence  K.    Pettit 


-1- 


MONTANA      AT      MISSOULA,       MONTANA      STATE      UNIVERSITY      AT      BOZEMAN.      M 

MONTANA    COLLEGE    AT   DILLON.    AND    EA  TANA    COLLEGE    AT   I 


NORTHERN  MONTANA  COLLEGE  -  7/26/77 


Recommendation    1:  We  recommend  this  cash  balance  be  transferred  to  the 
State  Treasurer. 


Response: 


We  concur.   This  transfer  has  already  been  accomplished. 


Recommendat  ion 


2:  We  recommend  that  an  investment  policy  be  established  to 
invest  excess  cash  with  the  State  Board  of  Investments. 


Response: 


We  concur.   Significant  improvements  have  been  made  in 
this  area  for  1976-77. 


Recommendation    3:  We  recommend  that  the  college  deposit  all  monies  in  the 

State  Treasury  and  utilize  the  investment  services  of  the 
State  Board  of  Investments. 


Response: 


All  college  monies  were  deposited  in  the  State  Treasury 
during  the  75-76  fiscal  year.   It  was  necessary,  however, 
to  maintain  some  of  the  funds  already  invested  outside 
STIP  due  to  requirements  imposed  upon  us  by  depositors  of 
agency  accounts  and  because  of  significant  losses  which 
would  have  occurred  had  we  cashed  in  all  federal  securities, 


Recommendation    4:  We  recommend  that  the  college: 


Response: 


2. 


Conduct  a  current  physical  inventory  of  all  property 
and  maintain  perpetual  inventory  records  to  be  updated 
by  periodic  physical  inventories. 

All  equipment  should  be  provided  with  an  identification 
number . 


We  recognize  that  the  need  exists  for  physical  inventory 
and  tagging  of  capital  items.  We  believe,  however,  it 
would  be  premature  to  react  at  this  time  until  the 
Department  of  Administration  has  completed  work  on  its 
proposed  Property  Management  System. 


Recommendation    5:  We  recommend  that  timely  deposits  be  made  to  the  trustee. 
The  college  should  comply  with  the  indenture  covenant 
regarding  delivery  of  audited  financial  statements  to  the 
trustee. 

A  formal  policy  should  be  established  to  determine  priority 
of  deferred  student  fee  collections. 


-2- 


NORTHERN  MONTANA  COLLEGE  -  7/26/77 


Response        (5)   a.  All  deposits  to  the  trustee  bank  account  were  made 

on  time  with  the  exeption  of  the  March  15  deposit. 
It  should  be  recognized  that  funds  were  available  for 
the  payment  of  this  deposit  and  that  correspondence 
in  our  files  between  the  former  treasurer  and  the 
trusteee  bank  indicated  that  such  a  transfer  had  been 
requested.   It  was  not  noted,  however,  until  year  end 
that  the  actual  transfer  had  not  taken  place. 

b.  Northern  Montana  College  has  relied  upon  the  Legislative 
Auditor  to  provide  audit  reports  in  the  past.  We  will, 
however,  attempt  where  feasible  to  provide  such  reports 
in  years  during  which  we  are  not  audited  by  the  Legis- 
lative Auditor. 

c.  We  concur.  A  formal  policy  has  been  established. 


Recommendation  6 : 


Response: 


We  recommend  that  the  college  improve  their  EDP  payroll 
system  or  acquire  a  more  reliable  system  by  proper  pro- 
gramming of  the  present  hardware  or  acquisition  of  more 
sophisticated  equipment. 

We  recognize  the  limitations  of  our  current  payroll  system, 
and  will  implement  the  improved  system  developed  as  the 
result  of  an  ongoing  System-wide  effort,  as  soon  as  it  is 
available.   The  arrival  of  our  computer  within  this  fiscal 
year  will  allow  us  to  more  adequately  address  this  need 
in  the  future. 


Recommendation  7: 


Response: 


We  recommend  that  the  responsibility  of  distributing 
payroll  checks  be  segregated  so  that  neither  the  pay- 
roll clerk  or  cashier  perform  this  function. 

In  a  small  business  office  such  as  the  Northern's, 
it  is  sometimes  impossible  to  segregate  duties  to  the 
extent  desirable  because  of  the  lack  of  personnel.  We 
feel  that  adequate  additional  safeguards  are  established 
to  prevent  abuse  in  this  area.  Work  Study  students  pay- 
roll warrants  must  be  given  to  the  cashier  in  many 
instances  because  of  the  necessity  of  collecting  fees 
due  the  college  from  these  checks. 


Recommendation  8: 
Response: 


We  recommend  that  the  college  strive  to  complete  and  main- 
tain central  personnel  files. 

The  college  has  substantially  completed  the  establishment 
of  a  central  personnel  file. 


-3- 


NORTHERN  MONTANA  COLLEGE  -  7/26/77 


Recommendation  9: 


Response: 


We  recommend  that  the  college  require  signatures  on  all 
time  sheets  and  time  cards  before  processing. 

We  concur.   It  should  be  noted  that  in  most  cases  where  time 
cards  were  not  signed,  some  additional  documention  which 
had  been  signed  was  available. 


Recommendation  10: 


Response: 


We  recommend  that  the  college: 

(1)  Require  all  requests  for  leave  be  signed  by  appropriate 
supervisors  and  employees  before  leave  is  taken. 

(2)  Determine  the  proper  procedures  to  follow  in  accruing 
vacation  for  administrative  personnel  and  maintain 
adequate  vacation  records. 

(3)  Maintain  leave  records  for  all  employees. 

(4)  Adhere  to  MAM  Section  1-0304.88  regarding  leave  granted 
in  excess  of  earned  leave. 

(5)  Record  income  from  jury  and  witness  fees  as  revenue 
according  to  MM  1-74-3. 

(1)  Where  possible,  requests  for  leave  will  be  signed  by 
appropriate  supervisors  before  leave  is  taken.   However, 
it  is  not  always  possible  to  do  so  in  advance. 

(2)  Internal  policies  and  procedures  are  being  established 
to  account  for  administrative  personnel  vacation  in 
those  instances  in  which  it  is  in  question  - 

(3)  We  will  continue  to  maintain  leave  records  for  all 
employees  who  are  eligible  for  leave. 

(4)  We  concur.   It  should  be  noted  that  there  was  only 
one  instance  involving  a  two  hour  period  of  over- 
extended sick  leave.   No  material  abuses  of  this 
policy  have  occurred. 

(5)  Concur 


Recommendation  11: 


(1)  We  recommend  that  all  loan  repayments  should  be  re- 
ceived by  the  college  business  office  and  deposited 
on  a  daily  basis  with  other  receipts.   The  financial 
aid  office  should  not  accept  loan  payments  and  debtors 
should  be  notified  of  the  proper  place  to  send  payments, 

(2)  We  recommend  that  the  financial  aid  office,  in  order  to 
properly  maintain  student  files  shall: 

A.   Establish  procedures  to  insure  that  each  student 
receiving  a  loan  from  Federal  programs  participate 
in  an  exit  interview  and  that  signed  documentation 
regarding  this  interview  be  maintained  in  the 
student's  file. 
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Recommendation  11:    (2)   B.   Obtain  a  signed  Notice  of  Acceptance  form  prior 

to  disbursing  any  financial  aid  to  a  participating 
student. 

(3)  We  recommend  that  the  college  either  develop  its  own 
self-evaluation  system  or  make  use  of  the  Office  of 
Education  system  to  effectively  evaluate  the  financial 
aid  programs. 

(4)  We  recommend  that  the  college  establish  an  allowance 
for  doubtful  accounts  and  recognize  the  bad  debt 
expense  related  to  uncollectible  loans. 

(5)  We  recommend  that  the  financial  aid  office  initiate 
procedures  for  collection  of  short  term  delinquent 
loans.   If  collections  can't  be  made,  the  accounts 
should  be  turned  over  to  the  Department  of  Revenue 
for  collection.  An  allowance  for  doubtful  accounts 
should  be  established  to  reflect  these  amounts  in  the 
financial  statements. 


' Response: 


(1)   Procedures  are  being  established  to  allow  receipt  of 
all  loan  repayments  by  the  business  office. 


(2)  A.   Procedures  are  being  established  to  improve  our 

exit  interview  record.   However,  it  must  be 
recognized  that  in  many  cases  the  first  indication 
of  a  student  dropping  school  is  that  he  simply 
does  not  show  up  for  classes  or  for  the  next 
quarter  and  it  is  impossible  to  be  aware  of  such 
occurrences  before  they  take  place. 

B.  We  concur.   No  funds  will  be  disbursed  in  the 

future  unless  the  acceptance  of  the  award  letter 
is  in  the  file. 

(3)  The  Financial  Aid  Office  has  undergone  a  self-evaluation 
in  cooperation  with  the  U.S.  Office  of  Education  in 
May,  1977.  We  intend  to  continue  such  self-evaluation 
on  a  yearly  basis. 

(4)  Federal  Regulations  do  not  provide  for  the  creation 
of  such  an  account  and  we  must  adhere  to  those  regula- 
tions for  the  reporting  of  fiscal  information.  We 
wish  to  avoid  duplicate  accounting  wherever  possible. 

(5)  Concur.  We  are  currently  using  Department  of  Revenue 
for  these  collections. 
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Re  commend  a  t  ion  12: 


Response : 


We  recommend  more  effort  to  be  made  to  adhere  to  board 
policy   (in  the  area  of  deferred  student  fees). 

The  college  makes  every  effort  to  adhere  strictly  to 
the  board's  policy  in  the  area  of  deferred  student 
fees.  As  this  policy  requires  that  we  extend  this 
privilege  to  all  students,  we  must  necessarily 
accumulate  some  delinquent  accounts.  We  do,  however, 
strenuously  pursue  the  collection  of  these  accounts 
with  established  procedures  and  in  cooperation  with 
the  Department  of  Revenue. 


Recommendation  13 


We  recommend  that  the  college  record  the  amounts  due 
from  students  for  deferred  fees. 


Response: 


We  concur.   Deferred  fees  will  be  so  accounted  for  on 
our  June  30,  1977,  financial  statements. 


Recommendation  14: 


Response: 


We  recommend  the  establishment  of  a  formal  billing 
system  for  all  accounts  due  from  students  and  others. 
One  person,  not  having  cash  receipt  responsibilities, 
should  post  the  various  charges  and  credits  and 
maintain  the  subsidiary  ledgers.   Statements  should 
be  mailed  on  a  regular  basis  to  all  debtors.   Control 
accounts  should  be  maintained  in  the  general  ledger 
and  periodic  reconciliations  with  the  subsidiary 
ledgers  should  be  performed. 

The  establishment  of  a  functional  accounts  receivable 
is  a  priority  of  the  SBAS  Upgrade  Project  Statewide 
information  system  effort  and  the  result  will  be 
implemented  by  the  Northern  Montana  College  campus 
to  the  maximum  extent  practicable. 


Recommendation  15 : 


We  recommend  that  the  college: 
(1)  Age  all  accounts  receivable  and  review  delinquent 

accounts  for  collectibility. 

Establish  an  allowance  for  doubtful  accounts. 

Use  the  Department  of  Revenue  for  collection  of 

delinquent  accounts  after  exhausting  other 

collection  procedures. 

Write  off  uncollectable  accounts  after  obtaining 

Department  of  Revenue  approval. 


(2) 
(3) 


(4) 
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Response    (15)      (1)  No  formal  aging  is  done,  however,  delinquent 

accounts  are  periodically  reviewed. 

(2)  Such  accounts  are  being  utilized  for  June  30,  1977, 
statements . 

(3)  &  (4)   These  procedures  are  currently  being 

followed. 


Recommendation  16 


Response: 


Coordination  between  users  and  EDP  departments  should 
be  implemented  to  provide  the  ultimate  use  of  the 
EDP  reports. 
EDP  programs  should  be  made  more  reliable. 

The  primitive  and  fragmented  EDP  operations  are  of 
a  concern  to  the  NMC  administration  also.   However, 
we  do  not  feel  that  changes  are  practicable  until 
we  receive  the  result  of  the  SBAS  Upgrade  Project 
and  until  our  on-campus  computer  is  received  and 
installed. 


Recommendation  17 


(1)  Work  papers  be  prepared  and  used  as  backup 
documentation  for  financial  statement  and 
journal  voucher  preparation. 

(2)  Journal  vouchers  be  posted  to  general  ledger 
in  amounts  as  written. 


Response: 


(1)  Concur 

(2)  Concur 


Recommendation  18: 


Response: 


We  recommend  that  the  college  research  and  determine 
the  ownership  and  purpose. 

Concur.   The  ownership  has  been  established  and  the 
money  deposited  to  the  correct  account. 
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